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FARM CREDIT ACT OF 1953 





TUESDAY, MAY 12, 1953 


Housr or Representatives, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
House Office Building, Representative Clifford Hope (chairman) 
presiding. 

Present: Representatives Hope (chairman), Andresen, Hoeven, 
Dague, Harvey, Lovre, Belcher, McIntire, Golden, Williams, King, 
Poage, Grant, Gathings, Albert, Abbitt, Thompson, and Jones 

The CHAIRMAN. The committee will come t » order. Th sis the be 
ginning of our hearings on the bill H. R. 4353, the title of which is 
“A bill to increase farmer participation in ownership and control of 
the Federal farm credit system; to create a Federal Farm Credit 
Board; to abolish certain offices: to impose a franchise tax upon certain 
farm credit institutions; and for other purposes.” 


Phe bill is as follows:) 


Be it enacted by the Senate and House of Representatives of the United States 


of An ca in Congress asscombled 


riTiLs 


SECTION 1. This Act mi be cited as the “Farm Credit Act of 1953 


DECLARATION OF POLICY 


Sree, 2. It is declared to be the policy of the Congress to encourage and facilitate 


increased borrower participation in the management, control, and ultimate own 


ership of the permanent system of ag ultural credit made available through 
ision of the Farm Credit Administration, 
and the provisions of this Act shall be construed in keeping with this policy 
The Federal Farm Credit Board hereinafter provided for shall within one year 





institutions operating under the super 


after appointment make recommendations to the Congress of means, supplemental 
to those provided by this Act, of carrying into effect such declared policy. 


FARM CRED! ADMINISTRATION 


Sec, 3. The Farm Credit Administration shall be in the Department of Agri 
culture The Secretary of Agriculture shall report to the President with respect 
to the operations and functions of the Farm Credit Administration. The Federal 
Farm Credit Board, hereinafter provided for, shall have direction, supervision, 
and control of the Farm Credit Administration and of its operations and fune 
tions, as in this Act provided 
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Board, but shall otherwise possess all rights and privileges of membership on 
said Board 

(e) As soon as practicable after the memberships on said Board have been 
filled as in this Act provided, the members of said Board shall meet, subscribe 


cting fron he appointed members a chai 








the oath of office, and organize by ele 
man and a Vice chairman; and said Board shall appoint a secretary from withil 
rr without its membership as it may see fit The Board shall elect annually for a 
term of one year the chairman, vice chairman, and secretary, who shall serve 
t eir successors are elected and take office The chair n shall preside 
t meetings and the vice chairman shall preside in the absence or disability 
f the chairman. The Board may, in the absence « h the chairman and vice 
chairman, elect any appointed member to act as chairman pro tempore seven 
m hers shall constitute a quorum of the Board for the transaction of bu ess 
Che Board may function notwithstanding vacancies provided a quoru s herein 
Cs blishe d sha l he pl ‘sent Che bi ird = I et it cl times a ] nuces aS 
t may tix and determine, but shall d at least fou ilarly scheduled meet 
ings a year; and special meetings may be held on call of the chairman or any 
three members of the Board: Provided, That if as of that date the Board for any 
enson is not entered upon the discharge of its du s the Se etarv of Ag 
re shall ae hate an ass int to the Secret vi s A¢ g Gover r 
he Farm Credit Administration and such Acting Governor sl exerci ind 
perform all functior powers, and duti vested by tl \ Farm Cred 
\dministration until his services are terminated by tl Board 
(f) Kach member of the Board s! lL rece the im of S50 for each day or 
part thereof spent in the performance of his official Lie which compensation, 
however, shall not be paid for more than seventy-five day ( parts of da ) 
in any calendar year; and shall not be paid to the Secretary Representative if 
he is a full-time officer o1 emple vee of the U1 ed Sta or such payment g 
otherwise prohibited by law; and in adi ion ( ( ( ei y 
tl i el, subs tence, und oLbel eX pe i il ed lI Ul ( dirge < il ol ial 
luties, Without regard t¢ I with ! Dec S } he 
bade on aif sunt of ravel nd bs lel X pie ast Ol Cl ui a | l yed 
per nnel of the I ted Ss 
g) The Board sl adopt ( \ t \ ‘ the i n of 
s hess id shall keep pet ‘ 1 com] l es of 
ind p eedings 
Go OR OF 1 IM MIN \ ON 
) 1) The Board ill point a 4 I ? (red \dmin 
tion there! i ferred ) he (y I sha e at the 
ure f tl Bb d, and who si ) ston | 
( 1 of the Board as to matt ! pervi idvisory 
oliey ir ind except as oth e het spe \ I d be re¢ 
ponsible for the exe tio this Ac ll A el a nd | 
ent theret ind | ts creat he powe fun I nd duties of the 
arm Credit Administration 
(b) The Board shall fix the « ymnpensation of the Governor: Provided, That the 
salary of the Governor shall not exceed $20,000 a ve together th necessary 
traveling and subsistence expenses, or per dien ‘ e il eu thereof within 
the Initations prescribed by law, while away from ollicial station upon 
official business 
(c) It shall be the duty of the Governor to comply wit! | orders and directions 
which he receives from the Board: as to all third pers s, all act if the Governor 





shall be conclusively presumed to be in compliance with the orders and directions 
of the Board. 

(d) The Governor shall appoint such other personnel as may be necessary 
to carry out the functions, powers, and duties vested in the Farm Credit Ad- 


inistration. The Farm Credit Administration shall consist of the Board, the 
Governor, and such other personnel as are employed in carrying out the fune 
tions, powers, and duties vested in the Farm Credit Administration. All 


functions, powers, and duties of the Farm Credit Administration, except 


those herein conferred upon the Board, shall be exercised and performed by the 
Governor and may be exercised and performed by him through such officers and 


employees of the Farm Credit Administration as he shall designate. 
(e) The term of office of the incumbent of the office of Governor of the Farm 
Credit Administration appointed before the effective date of this Act and 
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ereby become il 
RESPONSIBILITIES OF THE BOARD 
Sec. 6. It s be the fun on and dut of the Board (1) to see that the 
policies fixed by the Board hereunder are carried out; (2) to exercise adequate 
bug control ve the Far Credit Administration 3) to require such 
reports as deems necessa from the Governor and fro of the officials 
or corpo! ns under the contr wr supervision of the F Credit Administra 
ti (4) make an annual “epo o Congress, including therein any recom 
mendations of amendments to the laws relative to Federal agricultural credit ; 
d (5) to exercise general direction and supervision over the performance of 
all functions, powers, and duties veste n the Governor when relating in the 
adement o he Board >Inatt ot bro land gene supervisory, advisory, 
or policy nature. It sl { as a unit hout de ating authority to 
individual members ar s l not operat nan administrative capacity: and 
all administrative powers, fun ns d duties of the Farm Credit Administra 
tir sha be exercised and pert med by the Governo 
OFFICES ABOLIS \ ) VDS ANSFERRED 
S 7 Phe ffices of Land Bank Commis ner, Production Credit 
Con ssione Cooperative Bar or ssione nd Intermediate Credit Com 
oner ] by ab a rhe Govern shall designate an officer or 
@] yer f the Far ( dit Ad l it to serve the pleasure of the 
Gover! a member of the Directors of the Central Bank for 
( hairman of ! d of dil rs, and as executive officer 
of ba n lieu of the C \ Bank ( missioner. The Governor 
Shall desig ‘ n office or employee of e Farm Cred Administration to 
serve the ] ure of the Gove rasa ber of the board of directors of 
the Fed r Mortgage ¢ ! ! ) e Land Bank Commissioner 
I I | Mi rag ( a tlol md bun ns ne tivities are 
herel n d to the F Cre \dmit ! on and shall be administered 
l tl directior : rvision the ) 
| the Dey tm Agric ure who are being utilized on 
I \ mr tl erforma e of functions, powers, 
I \c ested I n Cred Administration, 
sl f t] l ! d co | the Fa Credit Adminis 
I 1in tl ein ( I the Governor determines that they are qualified 
t ecessa l ( ( I we dd es of the Farm Credit 
A } , e rat 
\ funds, ce I Dp a nd re rds used and emploved in 
the exe n of the functions, p ind duties heretofore or by th Act 
he F ( \ nis ( nsferre o the jurisdic 
] e Farm Credit Ac ni ‘ 
. f nex] (ie b pr on illocations, and 
) funds be made availab silaries, expenses, and all 
othe nit tive expe! res he Director of the Bureau of the Budget 
sh ' ne se in th —“ l f the f ev heretofore or by this 
\c e Farm Cred Admit tion, shall be transferred to and vested 
he F Credit Ad n Ol 
\ unexpended balances of pproy ations, allocations, or other funds, 
other than thos tioned in subsection (d) of this section, available (inelud 
ng the \ the fise ear end June 30,1953) for the Farm Credit 
\ ! ratior I e Secretary of Ag ture on account of the 
a? ns and ac of Fan Cred Administ m, Shall be transferred to 
tl IK Cred \dministt n and si remain available for the exercise 
of the fun ns and activitie f the Farm Credit Administration 
DELEGATIONS TO DIS CT INSTITUTIONS 
S 8 The Farm Cred Ad nistration is authorized and directed by order 
or rules and reculations » dele te to a Federal land bank such of the duties. 
powers, and authority of the Farm Credit Administration with respect to and 
over National Farm Loan As it their officers and employees, in the 
f eredit district wherein such Fede | land bank is located, as may be deter 
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mined to be in the interest of effective administratior and n like manner 
to delegate to a production credit corporation such of the duties, powers, and 
thority of the Farm Credit Administration with respect to and over productior 
ed ociations, thei fficers and employ he f credit district 
herein such production credit ¢ 1 ‘ ed, as 1 be determine 
to be in the interest of eff e administra either ea S 
| ind uthor so dele te sha he e! l 1 ex ( I 
ditions and require S pol } Fa ( 
! S] \ \ Feder 1 bat ] | n to 
\ } mn veh d tir , ‘ ) mith vmavb ( } hig eby +} 1 
nd empowered to accept, perform, and ex l l S, powe nd au 
as may b » delegate 
DIVISION OF COOPERATIVE MARKI — LED 
sec. 9. There hereby transferred from the Farm Credit Ad1 nteation ¢ 
he Agricultur Research Administ he Dey t of Agr ! 
burean of sueh aganey., f) Division Coonerat Mark: ¢ (hv wl or 
now enalled) anthorized nd e7 ed vnnder } vy t f 9) 4 f 
Congress of July 2, 1926 (Pub Ninnmbered 45 - ! Congre ) ent | 
\ Act to create 1 Din -_ yee tive \ 7 I) nt f 
Ag re » provide for the acquis t f infor 
Dey ining To eooneratior to nromot t} ) vledar f , res v4 
nd nractice to nrovide for 1 Ivise t ©) wit +} Sars f 
Ag niture on cooperative 11 f tr uthorize ( rive Son 1 ] to 
! line interpret nd ad eminate crop and market infor itor 1 fi other 
nrnose together with all funetis nert f } ) ind services if 
snch Divisior ts personnel, property din ce eanin ! <set funds 
ntracts, and records used and employed in the exe f { ‘ - 
1 dut md so muel f the unexpended | . DT ! ] 
1 other funds available or to be mad lat for ! OX] eS 
nd all other administrative expenditures the PD { f tl ure of t} 
Budget shall determine, for e in the execut t functior nowers. and 
duties of said Division in said Department 
FRANCHISE TA PROVISIONS 
rh, SNeECTIC 2d ft ft Fed | I Li \ i! led S urt r 
by adding at the end thereof new } 
} standing anv other 1 f \c ‘ f Fed ! 
é k ing outstand ik held } 1 Anrit 
! hole or an irt of a fis l bank sl e! ! ! h tl} 
! ne ire ent of the ] ‘ 1 ray f ( ] ( rea 
( ! nv dividend 0 sharel der 1 he ly 1 Nt ! x 
equal to 25 per centum of its net rning } rey ning, not to exceed, how 
ver rate of return of such Government I eq to the average net interest 
cost of financing direct obligation f the United Stat during the fiseal vear of 
the United States ending next before sneh ta due suc} te to he determined 
by the Farm Credit Administration upon the basis of data obtainable f the 
Secretary of the Treasury ).” 
Sec. 11. Section 6 of the Farm Credit Act of 1933 is amended by adding at the 


end thereof a new paragraph as follows: 
on shall. at the end of each fiscal vear (1) 


applv its earnings deseribed in subsection (c) of this section in accordance with 





‘(e) Each production credit cornor 





the provisions of subsections (¢) and (da) of this section: and (2) apply its 
earnings from all other sources, first, to the payment of anv operating expenses 
for the vear remaining unpaid: second, to restore losses and impairment of 
eanital, if any. of the corporation: third. to the creation and maintenance of a 





surplus equal to 25 per centum of the paid-in capital of the corporation: fourth, 
¢ . 





the nayvment of 25 ner centum of its earning ron sources then remaining 


o the United States as a franchise tax, and fifth. to the payment of the remain 
ing earnings into its surplus account.” 

Sec. 12. Section 36 of the Farm Credit Act of 1933 is amended to read as 
follows 

“The Central Bank for Cooperatives shall, at the end of its fiscal year, annly 
the amount of its earnings in excess of operating expenses during such fiseal 
year: First, to making up any losses incurred; second, to the restoration of the 





amount of the impairment, if any, of capital and guaranty fund as deterinined 





of the board; third, 25 per centum of the remainder of such 





shall be applied to the creation and maintenance of a surplus 
equal to at least 25 per centum of the amount of the capital ar d guaranty fund 


~ I I 





fourth, if said bank shall have outstanding capital stock held by the United 
States during the whole or any part of the fiscal year, it shall next pay to the 
I ted States as a franchise tax, a sum equal to 25 per centum of its net earnings 
t} remaining. not exceeding. however. a rate of return on such Government 
capital equal to the average net interest cost of financing direct obligations of 
the United tes during the fiscal year of the United States ending next before 
such tax is (such rate to be de te rmined by the Farm Credit Administration 





upon the basis of data obtainable from the Secretary of the Treasury) ; and fifth, 








i 1 en g shall be carried to its surplus account or devoted to the 
payment of dividends. as mav be determined by the chairman of the board. 
Sub bers to the guaranty fund sh be entitled to dividends in the same 
amounts as the subscribers to the stock No rate of dividend in excess of 7 per 
centum per annum shall be paid Dividends on stock held by the Farm Credit 
Administration or the Governor thereof d, si be credited to the 
revolving fund created under section 6 of rricultural Marketing Act, as 
amended 

Ss 13. Section 42 of the Farm Credit Act of 1935 is amended to read as 





The provisions of section 35, as amended, and the provisions of section 
amended, shall apply in the case of Banks for Cooperatives in the same manner 
and to the same extent as such provisions are ap] licable to the Central Bank 
for Cooperatives, except that powers conferred on the chairman of the Board 
of the Central Bank for Cooperatives shall be exercised by the Boards of Directors 
of the Banks for Cooperatives, subject to the approval of the Farm Credit Ad 
ministration.” 


MEMBERSHIP OF DISTRICT FARM CREDIT BOARDS 


Sec. 14. Section 5 (b) of the Farm Credit Act of 1937 is amended to read as 


b) There shall be in each farm credit district a farm credit board which 





S Se d reinafter spe ed and shall be composed of seven members. 
I n far ( if board sha include it ts tit e the name « 1 e CITN n which the 
Fed land nk, Fede i termediate credit bank, pl luc on credit corpo- 
ind regional bank for cooperatives of the district are located rhree of 

tl even members of said board sh: be knovw as elected directors, of whom 
one shall be chosen by national farm loan associations, one shall be chosen by 
| ( 1eoT ‘ d 1 i> Cl tions of rie aist { ind one shall be choser by CoO 
( h are stockholders ¢ subscribers to the guaranty fund of the 
reg al bank for cooperatives in the dist | Subject to the other provisions 
her , three of the seven members sl be known as district directors and shall 
ippointed by the Governor of the Farm Credit Administration by and with 

t] e d consent of the Federal Farm Credit Board. The seventh member 
of such board shall be known as director-at-large and shall be appointed by the 
( rnor of tl Credit Administration by and with the advice and consent 
of the Feds I m Credit Board Each farm credit board shall elect from its 
members a chairman and vice chairman, nd shall appoint a secreta from 
with or without its membership as it may see fit. The chairman, vice chair 
l ind secretary shall each be elected for a term of one year and until their 
cessors are elected and take office and the board shall elect such officers each 
veal The chairman shall preside at all meetings and the vice chairman shall 


t f 4 


preside in the absence or disability of the chairman, The board may, in the 
nubsence of both the chairman and vice chairman, elect a member to act as chair- 
man pro tempore.” 

Sec. 15. Section 5 of the Farm Credit Act of 1937 is amended by striking out 
the entire text of subdivision (d) thereof and inserting in lieu thereof the 


‘(d) (1) The member of the farm credit board of each farm credit district 
know! the ‘third district director,’ who isin office on the effective date of this 
Act, shall serve as such until his term of office expires. Thereafter, there shall 
be no member of the district farm credit board to be known as the ‘third district 
director 

‘(2) Notwithstanding the above provision with respect to the appointment of 
district directors, one additional member of said board shall be elected by each of 
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the groups aforesaid (national farm loan associations and borrowers through 
stockholders 


es of the 


agencies, production credit associations, and cooperatives which are 
or subscribers to the guaranty fund of the regional bank for coopera 
district ), and serve in lieu of a district director, under the following circulistances 





tiv 


and conditions : 

(A) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock held by national farm loan associations, surplus, and reserves 
of a Federal land bank shall_equal or exceed 662%, per centum of the total of the 
capital stock, surplus, and reserves of such bank as of the date three months 
before the expiration of the term of office of the district director (or third district 
director) whose term next expires. the successors to such director shall be elected 
by the national farm loan associations of the district in the manner heretr 


provided, shall be known as an elected direct« and successors to that office shall 
be so elected and known from term to terur while such conditions obtain: Pro 
vided, That if and when, as determined by the Farm Credit Administration, such 
conditions do not obtain as of the date three months before the expiration of 
the term of office of any director so elected und e provisions of this subpara 
graph, the successor to such director shall be appointed by the Governor of the 

Credit Administration by and with the advice and ’ nt of the 


} Vv : 

Federal Farm Credit Board, shall be known as a district director, and successors 
{ n term to term for such terms 
an additional director by one 


o that office shall be so appointed and known fr¢ 
as appointment is not precluded by the election 


of the groups aforesaid as herein provided: And provided further, That such 
national farnr loan associations shall again and from time to time elect one 
additional director as aforesaid if and when the required conditions nated in 
this subparagraph shall be determined to obia foresaid 

“(B) Whenever, as determined by the Farm Credit Administration, the sum 


of the capital stock held by persons other than the pi uction credit corporation 


of the district, surplus, and reserves of the producti« 
tively) of a farm credit district shall equal or 
of the capital stock, surplus, and reserves of the production credit associations 





1 credit associations (collec 


r exceed OG per centum of the total 


(collectively) of said district as of the date three mont before the expiration of 
the term of office of the district directo1 or third district director) whose term 
next expires, the successor to such director shall be elected by the production 
credit associations of the district in the manner herein provided, shall be known 

n elected director, and successors to that office shall be so elected and known 
from term te term while such conditions « hin: Ps ed, That, if and when, a 
determined by the Farm Credit Administration, such conditions do not obtain 
as of the date three months before the expiration of the term of office of any 
director so elected under the provisions of this subparagraph, the successor to 
such director shall be appointed by the Governor ¢ he Farm Credit Administra 
tion by and with the advice and consent of the Federal Farm Credit Board, shall 
he known as a district director, and successors to that office shall be so appointed 


the election of an additional! director by one of the groups aforesaid as herein 
provided: And provided further, That such production credit associations shall 
again and from time to time elect one additional director as aforesaid, if and 
when the required conditions named in this subparagraph shall be determrined to 
obtain as aforesaid 

‘(C) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock and subscriptions to the guaranty fund held by cooperatives 
which are stockholders or subscribers to the guaranty fund of a regional bat 


and known from term to term for such terms as appointment is not precluded by 





for cooperatives, surplus and reserves of said bank shall equal or exceed 662 

per centum of the total capital stock, subscriptions to the guaranty fund, surplus 
and reserves of said bank as of the date three months before the expiration of the 
term of office of the district director (or third district director) whose term next 
expires, the successor to such director shall be elected by the cooperatives which 
are stockholders or subscribers to the guaranty fund of said bank in the manner 
herein provided, shall be known as an elected director, and successors to that 
office shall be so elected and known from term to term while such conditions 
obtain: Provided, That if and when, as determined by the Farm Credit Adminis 
tration, such conditions do not obtain as of the date three months before the 
expiration of the term of office of any director so elected under the provisions of 
this subparagraph, the successor to such director shall be appointed by the Gov 

ernor of the Farm Credit Administration by and with the advice and consent of 
the Federal Farm Credit Board, shall be known as a district director, and sue- 











cessors to that office shall be so appointed and known from term to term for such 
terms as appointment is not precluded by the election of an additional director 
by one of the groups af resaid as herein provided ind provided further, That 

ich cooperatives which are stockholders « ibscribers to the guaranty fund of 





iid bank sha gai nd from tir te e elect one additional director as afore 
said if (| whe the rec ed lition mred in this subparagraph shall be 
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APPRO ENI pITy = 

Sec. 17 1) There are anthor 1 to he appropriated such su is mav be 
ece iry or appropriate for a liste? the provisions 0 | \ 

(b Farm Credit Administration 1 v ithin the imits of funds available 
herefor. make necessary ¢ enditure for personnel service ind rent at the 
eat « ‘ ment and elsewhere ( tract stenographie reporting services; 
nnrel e and « nge of lawboo! be s of reference, periodicals, newspapers, 
expenses of attendance at meetings ( ferences: nurcehase, operation, and 
maintenance t the seat of vernment and elsewhere, of motor-propelled 
passenger-carrvil ehicles and othe ehicles; printing and binding: and for 
such other facilities and service s it may from time to time find necessary for 


the proper administration of this A 
Src. 18. This Act shall take effect ninety days after the date of its enactment: 
Provided. however. T immediately following the enactment of this Act the 
ai 








Farm Credit Administration shall pr ed ith the designation of nominees as 
provided in section 4 ) hereof and the members of the Federal Farm Credit 
} ppointed or designated sufficiently in advance of the effective 
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date of this Act to enable said Board to prepare to enter upon the discharge of 
its duties upon the effective date of this Act; and after the effective date of this 
Act, the compensation and expenses of the Board members shall be paid, as 
provided herein, from the date on which their appointments became effective, 
out of any funds available for the payment of administrative expenses of the 
Farm Credit Administration 

Sec, 19. All Acts or parts of Acts incoasistent with the provisions of this Act 
are hereby repealed to the extent of such inconsistency, 

Sec. 20. (a) If any provision of this Act, or the application thereof to any 
person or circumstances, is held invalid, the remainder of the Act, and the appli 
cation of such provisions to other persons or circumstances, shall not be affected 
thereby. 

(b) The right to alter, amend, or repeal this Act is hereby expressly reserved 

The CuairMan. The first witness on the schedule which the Chair 
has before him is Mr. Warren Hawley, who will represent the Ameri 
can Farm Bureau Federation. The Chair does not see Mr. Hawley 
in the room. Is there anvone here representing the American Farm 
Bureau Federation’ If not, the Chair will pass on to the next wit- 
hess on the dist, Mr. Sam Bober, chairman of the national advisory 
committee of the National Farm Loan Association. 

Mr. Perry. Mr. Bober is due here. Lam onthe committee with him. 
He had to go by the Senate Office Building and may be a little late. 
He ise i cted to be here any time. 

The Cuamman. Is Mr. J. D. Anderson, chairman of the national 
wlninues committee of the Production Credit Association, present ¢ 

Mr. AnprErson. Yes, sir. 

The CHairnman. Are you prepared to go ahead now, Mr. Anderson / 

Mr. ANprerson. Yes, sir. 

The CuairMan. We will be very glad to hear from you. 


STATEMENT OF J. D. ANDERSON, CHAIRMAN, NATIONAL ADVISORY 
COMMITTEE OF THE PRODUCTION CREDIT ASSOCIATION 


Mr. Anperson. Mr. Chairman and members of the committee, I 
appreciate the opportunity of testifying before you this morning. 
My name is J. D. Anderson. I am chairman of the national advis sory 
committee of Production Credit Association, which is made up ot 
representatives elected by the production credit associations of each 
of the 12 farm credit districts. Iam also president of the C larksburg 
PCA-NFLA of West Virginia and was one of the original PCA 
directors of that association and helped organize it. I operate a 
dairy farm near Morgantown, W. Va., and am a stockholder in and 
vice preside nt of the Sanitary Milk & Ice Cream Co. of Morgantown. 

Mr. Chairman, before continuing with my statement, if I may, 
1 would like to present the members ‘of our committee who are present 
and the States they represent. 

The Cuairman. We will be very happy to have you do so. 

Mr. Anperson. Gentlemen, in calling out the districts, you will 
state where you are from and the number of States you represent, 
please. We also have directors and visitors from some of the districts. 
As you report for your district, if you have visitors with you, I would 
be gl: id if you would introduce them. 

The Cuamman. I wonder, Mr. Anderson, if you would have the 
parties, when they rise, give the States which comprise their districts. 
We know in a general way, but the committee does not have the full 
information. 
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Mr. Anperson. The representative of district 1 does not seem 


o be here, but he will probably be in before we are through. I repre- 


ent district 2—Virginia, West Virginia, Pennsylvania, Maryland, 


\ Woop r. W. I Wood f Ashe N. 4 Columbia dis- 
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various reasons to try immediately to raise the needed capital 


among farmers, so it Was put up 100 percent out of the United States 


‘Treasury. 


Naturally no one knew at the time how much demand there would 


be tor this type of credit. Lhe experience of the past 2U years 
demonstrated beyond a question of a doubt that farmers are tre 
mendously interested. Their experience, for instance, in raising their 
own capital mn production credit associations indicat they Ca O 
job and in time should be able to buy the Government's stock 

the Federal intermediate credit ban] ind producto 1" t 
oration They need encouragement to undertake this tob and they 
eed the necessary legal authority. On December ol, 1954, far 
ad $4,222,000 in capital and surplus In the production credit a 
oclations over the country, and the United States Government had 

1.086450 of capital stock in them, while on December 31, i Che 
farmers had $170,857,010 capital and surplus in the associatiot cl 
he Government had only ST595.8 Vin capit ul stock 


We think the provision in this bill creating a 12-man Federal Farm 
Credit Board is a real step forward. This will bring supervision 


much closer to the banks, corp: 
ed. Members of this Board must not vy come from all parts 
f the country, but they must remain as residents of the 12 districts. 
They will of necessity. have to continue to get fresh viewpoints by 
coming back home. They cannot become permanent fixtures at the 
Capital. Each man on the Board gets the 
nominated by farmer-rancher stockholders of the local associations 
His motive for seri ng on the Board cannot be for the salarv involved, 
I ; it} He cannot make a life 


position by having been 


because the position does not pay a salary. 


vocation of it because his term is limited to 6 years. We have confi- 
nee that such i board would put service to agriculture and the sound- 
lie of th credit system first 1n all its dee ons 
We eall \< ] re ] tte O to the fact sectio > S} } t +] 
ederal Farm Credit Board is to act In an ind penae o ¢ pacity. It 
0 have the 
} { ] ( f 
ye! ! ru 
it) yore eXT! e] WY nt . tl} 1 ! ( l n of our 
credit s\ m It that the ] il J m ¢ Boat 1 } 
the Governot it liberty at all time perso | 
hnta ( e} ! Ne] Yn?) . To 
{1 ( furt! ] G } t the Be irc ) } wal 
1»! ind eontro] S ( n | il staff and ' 
{ hal tra tio 
WW l Pit eC Iso the pl ) 1 | ( } r 
qa request} the I i] Farm Cred Boar ke recom) la 
tions to Cong | v remedial I . nav bie mood: 
fro} me to t f We are confident f boar ose 
’ th the Federal intern ate cre ) ) mal 
( iwions over the unt will be in ad t x ( n to 
ep Co oO} S ady i OT tiie eeds | I t {*) ( 
Cl S\ 
\nother major feature of the bill is conta lin st mn 15 which 
pore 5 for the election of more d rect on the 12 district farm 
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credit boards by the farmer stockholders. As it stands now, the 
Governor of the Farm Credit Administration actually appoints a 
majority of the members of each of these boards, in spite of the fact 
the farmers now have a large percent of the total investment in the 
system, 

As we ficure it, there is now close to Ss] billion of capital, surplus 
ind reserves, in this farmers’ credit system and the farmers own 
ipproximately TO percent of it. The table below gives the actual 
iigures as they stood at the end of 1951. You will notice that farmers 
owned only about 20 percent of this capital structure in 1934. It is 

nly justice and good sense for farmer stockholders to elect more of 
the directors as their ownership increases. Section 15 provides that 
each of the three electing groups of associations will elect an addi- 
tional director when the Vy own more than two-thirds of the capital 
structure of their respective groups. 

There is one other import: int section of the bill which vitk ally affects 
production credit associations, and that is the provision in section 16 
for the issuance and sale of class C capital stoc ke by production credit 
associations. This is to be a special pre ference stock which pays 
nterest or dividends. In any extreme and long-drawn-out emergency 
we would hope that an association may get relief through the sale of 
some of this stock to the Government. We would expect the owner- 
ship of such stock by the Government to be on a very temporary basis. 
No doubt the necessity for paying interest on this money will hasten 
the retirement of the stock. Present laws permit the Government to 
invest in non-interest-bearing stock of production credit associations, 
but we prefer to pay the government for the use of any emergency 
capital we may require. We are convinced that if we pay our way we 
will have a better chance of operating these credit organizations in 
a manner that will best serve the interests of American farmers and 
ranche TS. 

The CHatrmMan. The table which you have with your statement 
will be inserted in the record at this point. 

(The table is as follows:) 
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Phe CHamman. We thank you very much, Mr. Anderson, for your 
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Mr. i L. V. Rit of M | Tree, Ark., representing 
t. com) ne 4 States of Arkansas, Missourl, and 
7} 
! ( IRMA | iy \Ir. Pal B per, cha l 
i ib ad ory tte f the Nation Ia 1 Loa 
Assi \\ ! ppv te nv 
STATEMENT OF SAM BOBER, CHAIRMAN, THE NATIONAL ADVI- 
SORY COMMITTEE OF THE NATIONAL FARM LOAN ASSOCIA- 
TION 
\l | \Iy ( s 1} Lt operate a Lo.Q00-a¢ farm 
i. 1) t. Tama director and president 
{ I \ nit Nation I I n A it1o0 ot 
\ Federal | of © hit ihe a 
cine ‘ ted me to tli ! S sory CO tiee of the 
oht { ( { "A ' lowa, Nebra 1. South Dakota, 
aw < e about 40,000 stockholders. I represent this 
( ttee « tio! ( ( ( ttee, on which they have 
{ ! ( ted othe I eral land 


uy l ( \ 0 isU a 
I { t¢ kk i ] | i} yvstem 
yy i <t (yovel ent cap 
{ ( er } ( ) ( itiol mks own 
I ent 2 | Ve 
| | a it Ol e Trl a L10] 
i Hh} 
\ ( { 1) } { } ) veme! 
| \ ( ! h Y stage 
l \lbert ¢ ma { National 
(a i \ ( y { ( { vce 
Pa ( , 1) Oot vea I ! I ( 
! by] Moe f 
! 5 i et vel ( i] 
\ I [ N a 
(y ( { ( « il hy 
\ ] a A, { rnd he Py { Cy 111 
( 
i V ? ( th | We 
( thar prov { 1 le y 
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, the production credit associations, and 
he cooper tors which are Lov kholders or subseribers to the fuar- 


nty fund of the banks for the « ooperatives of the district. 


Phirdly, that two-thirds or more membership in the distmet own 


rship in the district bant or corporations shall entitle the farmer 
orrowers to elect two members of their district Imm eredit DOard, 
ither than one. 


(Jur farm loan associations are not directly 


concerned regarding 
f money on capital 


ls held by the United States. for the reason that all of the 12 


d banks are completely farmer owned he national farm loan 
ociations are not volved im the proposal to authorize production 
react oOcTations To 1 ie class \ STOCK, It is the considered 0} nion 
f our 12Z-man national committee and the national farm loan asso 
ations thro iho it the co merry which we represent that propo ed 
eo Intion., 1f enacted mto law. w llooa long Way toward 1} creasing 
Pa er part ‘pation and ownersh p and control of our district organi 


itions. We do not claim that this bill is the last word, but under 


tion Z of the de lnarat oO ot potcy, 4 ‘ongress would lve the Federal 
rm Credit Board a 


er the enactment of th 


late to vo back to Congress within 1 year 
iegisiation wv ith recommendations supple 


] ] | | ] 
©] tO those provided in th bill. 


I his prope sec leg) lation has been considered repeated|y Ly our 
il farm loan associat ns advisory committee. It has been con 


dered in numerous other farmer borrower meeting's 1n the 48 States 


ver a period of many mont! 


The creation of this credit national 


urd spells progress. We have plenty of men qualified by agri 
i] and financial experie? ce, men who have been through the 
en who have gone throug depres on, drought, and boom 
4 
derstand the probl and their solutions at their own local 
‘ We eve it will be quite an mprovement over the present 
| ) e the Grovernment adi ste] this creat nationwide cred 
1¢ { T Hie elp Ol 3 i] one! 
OlkKs Oo 2re ) ( ul vith the Jand and Its everyday prob 
{ variou 4 ereat country of ours cannot possibly 
ive the underst laing und pi etical appheation and solutions to 
robi ih t] j \ on tual contact with the soil. the la ad. 
d the hvestock and evel iiging problem i] we believe 
Il] be ma oO OTT prog f vou will ve us the tools to manage 
ir own Db 17 S ( bus ne t | t we ourselves he ve paid for. We 
ve rapid the tCrovernment every cent that the Federal land bal KS 
\ MOTTO | ro} | (rovernment 
| e men representing these area are certal ly more alert 
cing re ities I ey can for ee trouble A | ttle hit quicker. Tha e 
irectors can be trusted to issue warning signals to our countrv folks 
re proi ptlv in language that the farm folks and their own neig 
rs unde ind I hey can be tru ted to come Pp with a fair solutio 
our own credit probl ! 
Section 6 authorizes and requests the farm credit board to st 
| make recommendations to Congress for anv legislation that 1 \ 
needed from ti) ~10O ime: and thi leois| ition, el tlen OQ) shou 
originated at the seat of operations where our farmers and sto 
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men operate. They are the ones who are in the business, and I believe 
they can solve these problems to the satisfaction of their own industry 
as well as with indirect benefit to the economy of our country. 

We have made progress the same as other industry. We have the 
disadvantage of not being as fully organized as the professions, man 
ufacturers, and industry; but little by little, because of economic 
Improvements of our conditions, we are t: aking a greater interest in 
our own business and I believe that if you gentlemen will pass this 
legislation that we recommend. it will he lp the agricultural industry 
to continue its progress and be able to continue the economy of the 
country as a W hole. 

We have 11 other members of our committee. I would like to intro 
duce them to show you the different areas that they represent. Every 
member of our committee is a landowner. They also own livestock. 
They are leaders in their own communities. They have given freely 
of their time and their effort and work. and I would like to have you 
ventlemen meet some of these members of our committee. 

The man from the Springfield district had to go home yesterday. 
He received a call from home. Is Mr. Hoke from the Baltimore dis 
trict here? The members who are closest to Washington have left for 
home already. Those of us who came 1,500, 2,000 and 3,000 miles 

re here. 

The representative of the Columbia district, Mr. Marshall Edwards, 
I would like to have you tell the folks the States you represent. 

Mr. Epwarps. I am Marshall Edwards from Bartow, Fla. 1 rep 
resent the Columbia district, district No. 30, which comprises the 
States of North Carolina, South Carolina, Georgia, and Florida. 

Mr. Borer. Mr. Stone, representing the New Orleans district. 

Mr. Srone. I am J. P. Stone, Coffeeville, Miss.. representing the 
New Orleans district, composed of the States of Alabama, Louisiana, 
and Mississippi. 

Mr. Boper. ve Boyd, representing the Louisville district. 

Mr. Boyp. E..- . Boyd, Ashland City, Tenn., fourth district, Louis- 
ville, saat the States of Indiana, Ohio, Kentucky, and 
Tennessee. 

Mr. Borner. Mr. Sloan, representing the St. Louis district. 

Mr. Stoan. Eugene Sloan, Jonesboro, Ark., representing the sixth 
St. Louis district, composing the States of Illinois, Missouri, and 
Arkansas. 

Mr. Boser. Mr. Livermore, representing the St. Paul district. 

Mr. Livermore. Glenn Livermore, Romeo, Mich., representing the 
seventh district, St. Paul, States of Michigan, Wisconsin, Minnesota, 
and North Dakota. 

Mr. Boner. I represent, gentlemen, the eighth district, comprising 
lowa, Nebraska, South Dakota, and Wyoming. We have nine dis- 
tricts. Mr. Simpson has not come in for some unknown reason. From 
the Houston district we have two men. 

Mr. Forprrem. I represent the Federal Land Bank of Houston, 
which serves the entire State of Texas. 

Mr. Borer. Is Mr. Perry here? Mr. Perry has been a member of 
the committee for the last few years. He is a stockman. He owns a 
15,000-aere ranch in Texas, and has 4,500 sheep on his ranch. Would 
you care to say a little about the sentiment in your district / 

Mr. Perry. The sentiment in my district is very much for this bill. 
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Mr. Boner. We have Mr. Thompson representing the Berkeley Fed 
eral Land Bank. 

Mr. Tompson. Harold Thompson, Ogden, Utah, the 11th dis 
trict, California, Nevada. Utah and Arizona. 


Mr. Bosper. Then we have Mr. Fisher representing the Spokane 
cdustrict. 

Mr. FisnHer. Eugene Fisher from Oakland. Oreg. [am represent 

gy the lzth district. Spokane, including the States of Washington, 


[daho, Oregon, and Montana 
Mr. Boner. Gentlemen, we will be glad to answer any questions that 


v of vou would like to ask on this statement 

Phe CHatrMan. Wethank vou very much, Mr. Bober, for your state 
ment Are there \ questo , 

Mr. Lovrr. Mr. Chairman, Mr. Bober is a resident of the West River 
district of the State of South Dakota and is repre ented in Congress 
bv Co OTessmMan I. 7. Berry. It has never bee Hh) 1 lieve to meet 
Mir. Bober. but I know his reputation respected wt his judgment 
s respected by all the peopl ot South Dakota lam very iappy that 
Mr. Bober is here to testify hbeTore | Ss committee 


Phe Charman. Anv further questions We thank vou very much, 
Nin Bober. for vour nppeara we before the comn ttee, 
The next witness will be Mr. Charles ¢ Chompson of Colorado 


STATEMENT OF CHARLES C. THOMPSON, COLORADO CITY, TEX., 
CHAIRMAN, NATIONAL FARM CREDIT DIRECTORS’ COMMITTEE 


Mr. Thompson, My name ts Charles C. Thonipso I am from Col 

Wo City. lex | i} i ember of tl ( olol National Fa m Loar 

\sso tion: a member of 1 oard of direct . iN een the 

{ 1! CLIT I ¢ ] | H Ce 

} | 1) ( ! orl ! i Pr uite diel 
Pell’) reait aqrrect } ) tt 

With reference to the bill now under consideration, 1] R. 4353, I 

the latest available information a to thre standing ot the 

12 farm eredit board District No. 1, favorable to the bill. District 

No A | ditterence ih th nking, | it re ently voted to support the bill. 


District No. 3, opposed to the bill. District No. 4, difference of 
opinion 1 the d strict he ara, but by a majority vote agreed to support 
the bill. District No. 5, opposed to the bill and want to effect changes 
by amendment. 

District No. 6, board had not officially gone on record prior to this 
meeting, and this meeting was in March: probably divided in its 
opinion and would expect further refinement when needed. 

District No. 7, opposed to the bill, although recognizing the need 
for improvement. District No. 8, board discussed bill and majority 
were opposed: they wanted it left in the Department of Agriculture, 
vet the adv isorv committee in this district is in support of the bill. 

District No. 9, opposed to the bill: believe the present activities of 
the Farm Credit Administration satisfactory. District No. 10, favor- 
able to the bill. District No. 11, board is for the bill in principle; 
the district PCA and NFLA committees support the bill. District 
No. 12. bill has been under consideration to great extent and they 


are opposed. 
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Now, not speaking as national chairman but speaking for the 10th 
farm credit district of Houston. my own district. there is strong 
support for this bill in our farm credit district. To test thoroughly 
the terest, we recently called a meeting to which the national farm 
loan associations, producti hn eredit associations, and farm coopera- 
tives were invited. At this meeting the legislation was taken up in 
detail. ‘There was unanimous agreement to support the bill as written, 
rgestion for minor amendments 


hough it was agreed that some sug 
ould be made. 


Our people believe that the matter of paying franchise tax should 


be deferred unt the bill is brought before Congress 1 year from 
now, because at this time farmers who are part owners of the coopera 
tives have no provisions for buy Ing them back from the Government. 
It our thought that provision should be made for the cooperatives 


ho borrow from the banks to have adequate provisions made fol 
the purchase of the stock now held by the Government before the 
miposition of the franchise tax or other cost of money. 

Phe Cuamman. We thank you very much for your statement, Mr. 
‘| ompson., Any questions ¢ 

Mr. Poace. Mr. Thompson, when you say these districts are for o1 
opposed to the bill, who do you mean 4 

Mr. Tomes N. I mean the farm credit district boards. 

Mr. Poace. You just mean the board of directors ¢ 

Mr. Tuompson. The board of directors. Mr. Poage, we have 
a national committee c« mposed ot |] director from each ot the 12 
districts: and when I speak of being chairman of the national com 
mittee, IT mean of that committee. We had this latest meeting in 
March, and at that time the districts were polled. I have given you 
the information as the ive it to us themselves. 

Mr. Poace. Let me ask you about the organization of those boards. 
Will you tell us how those boards are selected 2 

Mr. Trompsox. One member is elected by the borrowers from the 
bank of cooperatives: one by the National Farm Loan Association ; 
and one by the production credit associations. Another. the third 


district director, is nominated by the. ational farm loan associations, 


or 
j 
Six 


und the Governor picks one of the three high. The other three mem- 
bers are appointed by the Governor of the Farm Credit Adminis- 
tration. 

Mir. Poage. In other words, that means that on each one of these 
boards that passed upon this at least half of the members at the 
present time are appointed. That one man who is nominated really 
has a twofold position, does he not 4 

Mr. Thompson. As Glenn Sanders calls me, he is a “half director.” 
1} appen to be the third district director on my board. 

Mr. Poace. I know you are. So we can fairly say that one-half 
of those boards are appointed at the present time. 

Mr. THomMPson. Three of them directly appointed, of course. 

Mr. Poagr. Yes. and the third one is selected from the three who 
are nominated. The other three, then, of course, are elected direc 
tors. I want to get that before us to evaluate just whose opinions 
these were. These are not the opinions of the stockholders. You 
do not have any expression from the stockholders ? 

Mr. THompson. You mean the 
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Mr. Poacr. This vote you have given us here is not a vote by the 
stockholders ? 

Mr. THompson. It is a vote by the farm credit district boards. 

Mr. Poagr. That is right, but not by the stockholders. You did not 
have any vote by the stockholders, did you ¢ 

Mr. TuHompson. Oh, no. This was simply by the members of the 
district boards. 

Mr. Borer. Mr. Chairman, are we allowed to make any remarks 
bearing on the question you have just asked ¢ 

The CuarkMan. If Mr. Thompson has no objection, we will be glad 
to have vou do SO. Do you have al \ objection to \r. Bobet il KI v 
you a question ? 

Mr. THomrson. No. Let me make one statement that Mr. Hall, one 
of our committee members, mentioned. He said in some cases the 
board polled their stockholders for their opinion. Of course the 
thing I am elving you 1s the report that men like Mr. Hall made 
when they were here as to it. Back of that, I cannot tell you. I do 
not know just how they arrived at it. 

The CrairMan. There is no method by which the stockholders can 
express themselves directly on this subject, is there, that you know of ? 

Mr. ‘THOMPSON, It wo uld be qu te a round about Way, l presume. 
You would have to get all your stockholders in the various districts 
together. 

The CuaikmMan. Do you have any machinery for doing that, or is it 
ever done? 

Mr. THomerson. Of course youl stockholders in the NFLA’s, PCA’s. 
have their annual meetings and various subjects are discussed. In 
our district—I am speaking because I know about our district—we try 
to keep our people advised as to what is going on at the various stock 
holders’ meetings. 

Of course, as I say, your PCA’s elect one, your NFLA’s elect. one 
mah oO { hie hoard, and 30 do the CO Ops. | presume it would be com- 
parable to you speaking for the people in your district, sir, when I 

spe ak for the peop le of my district. 

The Cuarrman. In the case of some district boards where the ‘Vv ap 
year to be divided according to the report which you have made, is 
there any wa ision as between the appointed and e lected members tor 
one thing; or, for another, is there any division between the represent- 
atives of the ‘NF LA’s and the PCA’s? Or have you done any check- 
ing up to ascertain whether there are en of opinion among the 
members of the board based upon the tvpe of clientele they represent 
on the board ? 

Mr. THOMPSON. No. sir, I have not, except in our own district, of 
course. I have no way of knowing. 

The CuHatrman. You are all together in your own district. 

Mr. Tuompson. Yes, sir, we are all together in our own district. 

Mr. McIntire. Mr. Thompson, in your testimony where I under- 
stood you were speaking of some division of opinion in some of these 
districts, did you mean that in some of the districts the NFLA ad- 
visory committee within the district and the PCA advisory committee 
within the district had taken a position which was not in accord with 
the opinion of the directors of the district ? 

Mr. TuHompson. I presume that is true, because those are the state- 
ments as made by the various members of this national committee. 
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rm credit district is there not an advisory 
t of NFLA stockholders and an adv isory 
ders ? 

without exception, 

ther ich district the 


is legislation and has 


now i¢ or not nh ¢ 


advised of th 
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r, except for the Houston district. 
| it in the Houston 


ipprover 


Che CratrMan. Are there anv further questions ? 
Mr. Stoan. Mr. Chairman, I will ask Mr. Thompson if he will 
\ elitoagq eCSLIO! hich I th nk W ll clarify some of his testimony. 


» (CHAIRMAN, 


All rig 


it, 


without objection you may go ahead. 


Mr Slt N. Mr. Thompson, S your report as to the standing of 
your board mel ibers on the present bill. or was that vote taken before 
e amended changes in the bill ? 
Mr. Tromepson. That was made in March. 
Mr. Stoan. That was made before the amendment of the old bill. 
\t the time that se) timent was expressed to the board he board 
embers named the members as thi ominating committee and dis 
lif ! the as members of the natio il board Is that correct ? 
M ly Mil I believe that t new amendment was made after 
\ Was take 
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action by the member borrower stockholders who are directly af 
fected by this | 
Ing and asking support of this bill. i 

The Cuamman. Thank you very much, Mr. Bober. 

Mr. Anperson. Mr. Chairman, may I add sentiments of our PCA 
membership pertaining to Mr Thompson's statements / 

The Cuainman. We will be very glad to have you make any state 
ment you care to on that pont. 

Mr. Anprerson. I overlooked it in giving my report, The 11 dis 
tricts out of 12 that that are in our national committee which I repre 


sent, the membership and the advisory committees have voted 


egislation is LOO percent for, and they are recommend 


practically unanimously to support the bill; and the directors of the 
low | assoclations many districts have passed resolutions asking fo. 
just what we have in the bill. 





PREPARED STATEMENT OF CHARLES C. THOMPSON 

My name is Charles ¢ Phompsot Iam from Colorado City, Tes 1 am 
rhit i a | of the Colorado N: tiona Fart Loan Assn tion 1 mel bet of lis ) ird 
f directo and have been a third district director on the Farm Credit Board 
of Houston sin January 1945 Tum now the chairman of that board 

There is strong support for this legislation in our farm credit district ro test 
thoroughly the interest, we recently calle i meetit to which the leaders of the 
national farm loan associations, production credit association ind farmer Coo} 
era es were invited Ss me ng the legislat is taker | cle i 
There was unanimous el y support the Ww tel thoug! Wal 
re ! if me wee ( nil mendnmie would be presenter this 
‘ I The interest l eople in the val Is sect of the proposed b 
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farm credi ding itutions We are i eular | ‘ with the mar 
late in tl i m which direc he Furm Cred 3 propos egis 
( ned 0 CCOM | sh these yg \\ ( 1 ‘ ] \ I l 

t legislation which w i for the transte of ownersl I he cooper ( 
i I eredit b nks md cory rations from the Gove ment to Tile f: Trmers and 
farm associations of this country 

Section 3 While generally the farmers of our dist t ive een inte sted 

( Cred Adtministri m removed from the Department of Agr 

I ‘ ( W hie ttende oul oe vy were oF the ( I I rhe 

as suggested in section 3 is satisfactory Heretofore the ive insist 
Farm Credit Administration, the supervisory bod be removed fro the Depart 
nent of Agric Inasmuch a l prop is ou s legisl 
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cor ornarions 

Section 5: We favor the plan of havir the Governor of the Farm Credit 
Administration an appointed officer who wi serve a he pleasure of the Boa 
The supporting subchapters under this section appear desiralle 

Section 6: Sets out responsibilities of the Board: was approved unanimous 
Section 7: Provides for the abolishing of Commissioners’ offices and for the 
ansfer of funds This is needed legislation and was not questioned 

Section 8 Authorizes the Farm Credit Administration to delegate furthe 
duties to the Land Bank and to the Production Credit Corporations Actually, 
it would appear that this portion of the legislation is unulative because the 
Farm Credit Administration would not have the authority to delegate suc 
responsibilities Inasmuch as the section is more or less menningless, we think 
t could easily be deleted from the bill and more specif authorities brought 
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STATEMENT OF ROY B. DAVIS, GENERAL MANAGER, PLAINS 


COOPERATIVE OIL MILL, INC., LUBBOCK, TEX 


pe ected member of the Farm Credit Board of Houston and 
(I tor of thre 1 s EF ¢ { of Cooperatives Lhe far oO 
OO} it Lexa ive Ia { this legisiation We believe 
that it sho i be passed 
In weneral this bill embodies pri ple which our people long have 
ipported These are: One, a Farm Credit Administration with the 
function of si per ng as opp seq to operating the cooperati > farm 
redit banks and corporations. We believe that this goal will be at- 


ca ea uhder a Federal part filme voarad, nomihated and appointed 
provided In this bill. 
Two, i! arrangement whereby increased participation by farm 


groups in ownership of the farm credit banks and corporations will 
be rewarded with a corresponding Increase 1n the control of these 


stitutions by their owners. 
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Three—and perhaps this is most lMmportant—a mandate by the 
Congress to the newly created Kederal board to propose legislation 
which will encourage and facilitate increased borrowe}l parti Ipation 
In management, control ard ultimate ownersnip of the farm credit, 
banks and corporations. 
We envisaged if this legislation is enacted an active and aggressive 
program under the leadership of the newly created Federal board and 
the (rovernor appointed by it, leading first to the proposal to the Con 


orTess ot the le ristation necessary tothe a compli hment ol these voals;: 


ind secondly, if the Congress passes such legislation, to the develop 
ment and execu h of programs leading fo as eal Via retirement as 
possible of the Government’s investments in these institutions 

| have Said t! it our LexXas cooperat ves support this leo slat Ol 


Qur cooperative p ople feel, however, that there is one aspect of this 


uli which should have the careful consideration of the Congress before 


Its enactment I am peaking of the provision of the bill which in 
poses a franchise tax on the cooperative banks, effective immediately 
upon the passage of th law. ; 
We believe thai determining the questo ot payment by the 


ooperative banks to the Government of a charge for the use of Gov 


erbnment money 1s premature in this bill. We are of the Opinio} that 

the appropriate place or settling these question is in Jegislation 
: » 

AUTROVIZING the coope itive associations of this countrv to a quire 


the Government’s interest in the banks. 


This committee Is ay ure, I am sure, that the original legislation 


vuthorizing the cooperative banks has been in existence for 20 years, 


ind during all of that time the cooperatives have been prevented by 
the law from acquit ne the ov ership of their LNKS As a result of 
this and this alone, the cooperative j ive made little or ho progress 
toward acquiring this ownel Dp. Now, with us legislation con- 
tintng to be in for e, We come long wit t] 1 lL, WH ch says 1 
effect: First, when the yperatives own 6625 percent of the capital 
ind surp] is OF a CO ] rative bank, they may elect a se ond director 
on the Farm Credit Board: and second, so |e g as they have (10\ 


ernment capital the cooperative banks must pay a franchise tax or 
nterest on Grovernment money. 

This bill thus holds out to the cooperatives great advantages to be 
derived from purchasing their bank, vet the means for this purchase 
are not available unde1 existing laws and are not oranted in th S 
legislation. We thu beheve that the matter of payment of franchise 
taxes or interest should be accompanied by appropriate leoislation 
authors Ing the cor peratives to acquire the banks. We are hopeful 
that such legislat on will be passed by the Cor gress within the very 
near future. 

The Cuainman. Mr. Davis, the subject of the method by which the 
cooperatives might acquire the ownership of banks has been under 
consideration for several years, has it not / 

Mr. Davis. Yes, sir. 

The CHaimrMan. In previous years, we have had legislation before 
this committee which had as its purpose setting up a method by which 
they could acquire ownership. Are the cooperative organizations at 
this time agreed upon a plan which would enable them to go ahead 
and gradually acquire the ownership of stock in the cooperative banks? 
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Mr. Davis. Mr. Chairman, I cannot speak for all the cooperatives. 
I am sure the committee will hear from the National Cooperative 
Council. But I would say for the 10th District, we are agreed upon 
a plan whereby we could and would acquire the Cooperative Bank 
of Houston 

The CHatrman. Do you think it would be appropriate to include 
some plan in this legislation / 

Mr. Davis. No, sir. We are rather asking, Mr. Chairman, that 
that part dealing with the franchise tax on the cooperative banks be 
deleted and brought into the bill if and when it comes up. How 
ever, I would say it would be agreeable with us in Texas if it was; 
but rather than hinder the passage of this bill in any manner whatso 
ever, we think it would probably be better just to leave out that part 
dealing with the franchise tax on the cooperatives and let it come up 
with the cooperative bank bill. 

The CHatrman. You want to take this thing in two steps. You 
want to take this step now, and take the othe step later after the 
board is set up. Is that correct ? 

Mr. Davis. Yes, sir. 

The CHarrmMan. You are anxious, as I understand it, to go ahead 
and take the next step then after this legislation becomes law. Is 
that right? 

Mr. Davis. We are. sir: and we would be agreeable to seeing in 
the law that it be required to come up within a vear. We think it long 
overdue, Mr. Chairman—speaking for Texas. 

The Cuatman. I do not know that this bill would require it to 
come up in any certain time. IT would think that would be pretty 
much up to you folks to get together and submit your proposals to 
Congress in the form of a bill. I am sure if that is done within the 
next vear, this committee will be very olad to consider it. 

Are there any other questions? If not, we thank you very much 
for your appeal *t hefore the committee. 

The Chair has not observed that Mr. Hawley has arrived as yet. 
He is the only remaining witness whom the committee has scheduled 
tol today. However, the Chair has the list of witnesse who are 
expected to testify tomorrow before him, and also the list for Thurs 
day. Are there any witnesses here who had expected to testifv either 
tomorrow or Thursday who would like to go on at thistime? Wehave 
some time now if there is anyone who would care to go ahead at this 
time, 

Meantime the ¢ mar will cles lare a recess for a few minutes, 

(A brief recess was taken.) 

The Cnatrman. M Hawley is scheduled to go before the Senate 
committee. He is over there now waiting to be called and is expected 
to be called very shortly. That will make it impossible for him to be 
here this morning. So the committee will adjourn until 10 o’clock 
tomorrow morning. We will hear Mr. Hawley as the first witness 
tomorrow morning, and then proceed with the regular order of wit 
hesses as contained on our list. 

(Thereupon, at 11 a. m.. the committee adjourned until Wednesday 
morning, 10 a. m.. May 13, 1953.) 
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WEDNESDAY, MAY 13, 1953 


Housk or REPRESENTATIVES 
COMMITTEE ON AGRICULTURE, 
Washington. D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in 
room 1310, House Office Building, Representative Clifford Hope 
(chairman) presiding. 

Present: Representatives Hope, Hoeven, Dague, Lovre, Belcher, 
Golden, Williams, Wampler, Cooley, Poage, Gathings, Abernethy, 
Albert, Abbitt, Wheeler, Thompson, and Jones. 

The Cuarrman. The committee will come to order. The first wit- 
ness this morning will be Mr. R. M. Downie, representing the Ameri- 
can Bankers Association. Mr. Downie has been before this committee 
before. He happens to come from my hometown out in Kansas. In 
fact, he is my banker as well as my good friend. We are very glad 
to have him with us this morning to represent the American Bankers 
(ssociation. 

You may proceed, Mr, Downie. 


STATEMENT OF ROBERT N. DOWNIE, PRESIDENT, FIDELITY STATE 
BANK, GARDEN CITY, KANS. 


Mr. Downig. Mr. Chairman and members of the committee: It is 
very gracious of Mr. Hope to mention the fact that he and I live 
together part of the time at least out in Garden City, Kans. It is a 
great pleasure for me to appear before his committee on any occasion, 
and I take some pride in offering a statement from the American 
Bankers Association this morning in regard to H. R. 4353. 

Mr. Names is Robert N. Downie, president of the Fidelity State 
Bank of Garden City, Kans. I am chairman of the subcommittee on 
agricultural credit of the Federal legislative committee of the Ameri- 
can Bankers Association and a member of the farm credit committee 
of the association’s agricultural commission. I would like to quote 
from a statement adopted by the association’s administrative com- 
mittee on April 22, 1949, which sets forth the overall position of the 
association on cooperative agricultural credit : 

The American Bankers Association believes that except in times of dire 
emergency, it is not a proper function of Government to furnish capital to any 
of its citizens, whether engaged in commerce, in industry, in farming, in banking, 
or in many other forms of business. It believes further that when grants of 
capital are made they should be advanced only on condition that payment be 
made for their use, pending return of the capital to the Treasury. 

The American Bankers Association recognizes the right of farmers or any 
other citizens to organize their own cooperative credit institutions; but it 
holds that such institutions should be self-supporting and not dependent upon 
subsidies from the Government. 
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The American Bankers Association believes that the cooperative agencies of 
the Farm Credit Administration which have Government capital should pay 
interest for the use of this capital at a rate at least commensurate with the 


cost of funds to the Treasury They should alse be required to repay the 
capital itself to the Federal Treasury as expeditiously as possible 
The American Bankers Association maintains that the supervision of the 


cooperative credit institutions which comprise the Farm Credit Administration 
should be conducted in such a manner that a sound credit structure is preserved 
In order that this objective may be achieved, the Association believes that the 
supervision of the Farm Credit Administration agencies should be taken from 
the Department of Agriculture and transferred to an independent, nonpartisan 


board 
The farm credit committee of the ABA agricultural commission 


has been working with the joint farm credit committee of the farm 
organizations to develop legislation that would represent an important 
constructive step in placing cooperative credit institutions on a sounder 
basis and we have had the opportunity of discussing with them the 
elimination of the Government subsidy from the farm credit agencies. 
We are glad to have had the opportunity to cooperate with the farm 
organizations in this program and feel that they have developed 
legistation w ‘ich is sound and constructive, We have, however, 
reservations as to the adequar \ of certain of their proposals. We tee] 
that the H. R. 4353 would be stronger if it made the Farm Credit 
Administration a completely independent agency. We also believe 


that the franchise tax provisions are Inadequate to eliminate vovernh 


ment subsidies from the farm credit s\ stem. So long as the Farm 
Credit Administration continues n the Dey rtment of Lory vulture 
there will exist the danger of its being subjected to influences in 


consistent with the maintenance of a sound credit tructure. Only 
by restoring its original independent status can such influences be 


I wish to direct the attention of the committee particularly to the 
franchise tax provisions in sections 10, 11, 12 and 13 of the bill which 
start on page l4 and continue to the bottom of page 7. The payment 
to the Government by these farm credit institutions for the use of 
capital of an amount equilavent to the cost of funds to the Government 
sa sound approach to the elimination of subsidy. When the Govern 
ment makes free capital grants to any kind of business institutions, 

cluding cooperatives, it plane es an unfair burden on all the taxpayers 
of the cor nervy. 

We are all agreed on the Importance ot hay ing a balanced Federal 
budget. This means that we live within our tax income. It is only 
being consistent with this concept to ask that the farm credit agencies 
pay for the use of their Government-furnished capital. In our opinion 
the franchise tax provisions of H. R. 4353 are inadequate to accom- 
plish this. 

These franchise tax provisions make payment of the tax contingent 
upon net earnings. Under this bill, the franchise tax would be pay- 
able only out of earnings remaining after certain amounts are set 
aside to surplus or reserves and, even then, would be limited to not 
more than 25 percent of such remaining earnings. The franchise tax 
should be regarded not as a means of absorbing part of any excess 
earnings of the institutions but rather for the purpose of returning 
to the Government the full cost of the funds which it has invested in 
these institutions. Ordinary business practice considers the cost of 
borrowed capital as an operating expense. This is a principle which 
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has been followed in other Government corporations, as well as in 
private industry. The franchise taxes which would be paid under the 
bill would be substantially smaller than the cost which the Govern- 
ment absorbs in providing the capital. Furthermore, there is no as- 
surance that there will be suflicient earnings to provide any tax 
payment whatsoever, even though the Government capital remains 
invested in these institutions. We believe that these agencies should 
bear the full cost of the capital invested in them by the Government 
as a charge against earnings and that no part of this cost should be 
borne by the general t: ixpayers. 

In our opinion sections 10, 11, and 12 of H. R. 4353 should be 
amended to require the Federal land banks, production credit cor- 
porations, and banks for cooperatives to pay, as a first charge against 
their earnings, a francise tax computed at a rate of return on their 
Government capital equal to the average annual interest rate on out 
standing direct interest-bearing public debt of the United States dur- 
ing the fiscal year of the United States ending next before such tax 
is due. 

We submit the following language to accomplish these changes in 
these sections: 


Sec. 10. Section 28 of the Federal Farm Loan Act, as amended, is further 


amended by adding at the end thereof a new paragraph as follows: “Notwith 
standing any other provision of this Act, in the case of a Federal land bank 
having outstanding capital stock held by the United States during the whole or 


any part of a fiscal year, said bank shall pay to the United States a franchise tax 
equal to a rate of return on such government capital equal to the average annual 
interest rate on the outstanding direct interest-bearing public debt of the United 
States during the fiscal year of the United States ending next before such tax is 


due (such rate to be determined by the Farm Credit Administration upon the 


basis of data obtainable from the Secretary of the Treasury ).”’ 
Sec. 11. Section 6 of the Farm Credit Act of 1935 is amended by adding at the 
end thereof a new paragraph as follows: “(e) Each production credit corpora- 


tion shall, at the end of each fiscal year (1) apply its earnings described in sub- 
section (¢c) of this section in accordance with the provisions of subsections (¢c) 
and (d) of this section; and (2) apply its earnings from all other sources, first, 
tc the payment to the United States as a franchise tax, of a sum equal to a 
rate of return on its government capital equal to the average annual interest 
rate on the outstanding direct interest-bearing public debt of the United States 
during the fiscal year of the United States ending next before such tax is due 
(such rate to be determined by the Farm Credit Administration upon the basis 
of data obtainable from the Secretary of the Treasury) ; second, to the payment 
of any operating expenses for the year remaining unpaid; third, to restore losses 
and impairment of capital, if any, of the corporation; fourth, to the creation and 
maintenance of a surplus equal to 25 percent of the paid-in capital of the corpora- 
tion: and fifth, to the payment of the remaining earnings into its surplus 
account.” 

Sec 12. Section 36 of the Farm Credit Act of 1933 is amended to read as fol- 
lows: “The Central Bank for Cooperatives shall, at the end of its fiscal year, 
apply the amount of its earnings in excess of operating expenses during such 
fiscal year; first, if said bank shall have outstanding capital stock held by the 
United States during the whole or any part of the fiscal year, it shall pay to the 
United States as a franchise tax, a sum equal to a rate of return on such Gov- 
ernment capital equal to the average annual interest rate on the outstanding 
direct interest-bearing public debt of the United States during the fiscal year 
of the United States ending next before such tax is due (such rate to be deter- 
mined by the Farm Credit Administration upon the basis of data obtainable 
from the Secretary of the Treasury) ; second, to making up any losses incurred ; 
third, to the restoration of the amount of the impairment, if any, of capital and 
guaranty fund as determined by the chairman of the board; fourth, 25 percent 
of the remainder of such excess of earnings shall be applied to the creation and 
maintenance of a surplus equal to at least 25 percent of the amount of the capital 
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and guaranty fund: and fifth, any sums remaining shall be carried into its 
surplus account or devoted to the payment of dividends, as may be determined 
by the chairman of the board. Subscribers to the guaranty fund shall be 
entitled to dividends in the same amounts as the subscribers to the stock. No 
rate of dividend in excess of 7 percent per annum shall be paid. Dividends on 
stock held by the Farm Credit Administration or the Governor thereof, when 
paid, shall be credited to the revolving fund created under section 6 of the Agricul 
tural Marketing Act, as amended 

We believe that with these changes a first step will have been 
taken toward the ultimate objective of entirely eliminating subsidies 
from the farm credit system. However, additional steps are hecessary. 

Take the case of the production credit system. Fine progress has 
already been made toward independent ownership of the production 
credit associations by the farmers. As of December 31, 1952, 280 of 
the 499 PCA’s had been paid off their Government capital in full and 
the remaining PC A’s are well on the road to the retirement of their 
(yvovernment capital, As of December 31, 1952, only $7,595,800 of 
United States money was in the capital of the PCA’s. But it is 
lifferent with the production credit corporations. These corpora- 
tions lost $600,621.59 in the fiscal year ending June 30, 1951, a year 
n which the PCA’s had $9,000,000 net earnings. In the fiscal vear 
ending June 30, 1952, the production credit corporations had a net 


} 


loss of SDS86.646.44. Thus, had the bill been in effect during the 
past 2 years, these corporations would not have paid any franchise 
tax to the Government. 

The production credit corporations, with capital of $36.235.000— 
ill supplied by the Government—and earned surplus of $15, 614,103.69 
should either receive more adequate compensation for the services 
which they furnish the PCA’s if such sery ices are needed: or, if such 
services are not needed, these corporations should be abolished and 
their capital returned to the Treasury. We are of the opinion that 
the Federal Farm Credit Board, in carrying into effect the policy 
declared in section 2 of the bill, should give careful study to this 
situation and make recommendations to Congress for appropriate 
legislation with respect to these corporations. The banks for co 
operatives as of December 31, 1952, had combined capital, reserves 
and surplus of $268,485.269 of which $240,847,775 is owned by the 
Government. We believe that a substantial amount of this $240,000,- 
000 could be returned to the Government and propose this as a matter 
ilso for study and recommendations to Congress by the new Federal 
Farm Credit Board established by this bill. 

= sum up, if the changes in the franchise tax provisions proposed 
by us are adopted, we believe that a start will have been made toward 
the eatabion of Government subsidy from the cooperative form 
credit system. We feel that the Farm Credit Administration should 
be returned to an independent status and not left within the De- 
partment of Agriculture. 

Finally, the ultimate aim should be retirement of all Government 
capital in the farm credit system so that these institutions would 
become wholly farmer-owned and controlled and fully self-supporting. 

The Cuamman. We thank you very much, Mr. Downie, for your 
statement. Are there any questions on the part of the members of 
the committee? Mr. Poage. 

Mr. Poacre. Mr. Downie, you raised a question that I think has 
been raised every time I have talked with anybody about this type 
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I legis] ition. 2 ot. I do not think you gave me an adequ ile answer, 
ind I do not think anybody has viven an adequ ite answer. Frankly, 

id tl 


I do not have one. But you sa 


that you the ught the Farm ( redit 
Administration should be taken out from the Department of Agricul- 
ture and set up as an independent agency. That seems to be a 
general view. How far would you go with that idea? Would you 
take the REA out of the Department of Agriculture? It handles 
more money than Farm Credit does, I believe. 

Mr. Downie. I suppose, Mr. Poage, that may be, so far as the 
banking fraternity is concerned; it may be traditional. Orginally the 
Administration was independent. 

Mr. Poacer. That is right, and so was REA. It was set up as an 
independent agency of Government. It had nothing to do with the 
Department of Agriculture. But we gave a good deal of thought 
some years back to the fact we were wasting money by having 140 
different independent agent ies of Government and that the wv 


Lat l way to 
save money was to organize our Government on a plan that would 
group those agvencle nto a relatiy ly few oro ps, al ad by doing SO 
ve possibly could get better and more efficient adn ration for less 
noney. That at least was the thee ry u ide) hich many of those in- 
lependent agencies were grol ped not only \ th the LD partment of 


\ericulture but with other departments 


over the country. Other 

grencies of Government have had inde pe ident wen ies thrown in to 
hem 

What Iam trying to get at is: Do you believe we should reverse that 

nolicy and go back to the proportion of having, instead of 10 or 11 


departments of Government, some 150 or 200 independent agencies of 


Government, that are not under any departments / 


Mr. Downtr. Mr. Poage, aside from professing to bi banker, I 
think I am strictly fan er-minded, also I | leve, alo Oo with the 
million of other farmers. that is mportant l oment as they are to 
this economy thev are ent tled tO al incdepe { tatu for the id 

histrat on of farm credit all the L\ t] rough. 

Mr. Poacre. There are just about as many farmers terested in 
REA as tnere ar Nh Ia m Credit. Wi I you favol making the 

id REA nae pr li ly V¢ 

Mr. ] VNI I do not 1 I « le i] ( hat question, Mi 
P re I cdo not believe the REA O portant i 1d] i this 

onomy as the agricultural production, 

; Mr. Poace. It has over $2 billion in lo 
Mr. Downie. I ow, | | not product yu We are 
i! Dol I} 1 | ( il On) | nde i Bre pro- 
«| tic | Te! ) ( 

Mr. Poace. Tl loans, of ( made for rural electrification, 

is. I be e. add b uch to ou o { | produc 

) Sahy pr l VW i (Le \ ¢ ped. 

Mr. D> \\ I | | is 

Ni P Gl I 1 ( \ if ood ( 1i fhe nce 

i re Ost \ ul Oo bou | i called it 
l< 

Mer. Dov Wet | J li t the basi 
a ISS1O1 ere 18 on tarm credit a C ap] o th rod of 
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Mr. Poace. I must disagree with you there, Mr. Downie. That is 
the immediate subject of discussion. Basically, this committee has 
‘ to recognize what is sound for the organization of our Government. 
The immediate subject is farm credit. But this committee and this 
Congress are charged with a responsibility that goes far beyond farm 
credit. It is an important factor in our way of living, of course. 

But are we to apply—and I gather from your answer that you do 
mean that we should apply— in entire ly diffe rent eye ophy to the 
handling of farm credit from that which we apply to any other ac- 
tivities of Government ? 

Mr. Downie. Since it is quite apparent that I need enlightenment, 
Mr. Poage, would you tell me why, in the first instance, the Adminis- 
tration was set up independently ¢ 

Poacr. Because at that time, as I understand it, there was a 
feeling just as you are advocating now—and many people are ad- 
vocating and it may be right; I am telling you I do not know the 
answer—at that time there was the feeling you os get greater 
efficiency by separating the activities of government into small com- 
partments—in my State of Texas we did exactly this thing years ago 
when we had over 200 different revenue funds in our State rather 
than operating out of one general fund. 

There was the feeling abroad that that was the way to have efficiency, 
that you wanted autonomy in each of the activities of government. 
Later we began to find that our expenses were mounting so tremend- 
ously and the cost of government was getting so great that we thought 
maybe we had better do the same sort of thing that most big business 
has done and try to group our activities under some logical heads 
and maybe we could reduce the cost of government that way. 

I do not know whether we can or not; but answering your question, 
at least that was the philosophy. These things were set up as in- 
dependent agencies on the theory that you could get better govern- 
ment and more efficient government and cheaper government by hav- 


ing a greater multitude of independent agencies than you could by 
having a smaller number of overall agencies. Now then, there was 


change in the thinking. I think it is exactly the thought that is 
expressed in the Hoover report, that we should consolidate; that we 
should group together our agencies, and in that way we could save 
money. I do not know whether the Hoover report is sound or not. 
[ have thought that much of it was. Maybeit isnot. But I do know 
that we cannot achieve that grouping if we are going to separate 
every division of every department and give each one independent 
status. 

So it comes back to the proposition, as I understand it, you suggest 
that because of its importance—and I agree with you as to importance 
of farm credit, but I recognize there are lots of other important things 
in our Government—we ought to treat farm credit entirely different 
from what we treat the other activities of government. Is that 
right ? 

Mr. Downte. You have other Government agencies that act inde- 
pendently, do you not ? 

Mr. Poacr. Yes, we do. But the tendency for a good many years 
now, or at least several years, has been to bring them together rather 
than to separate them. 
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Mr. Cootry. Is it not a fact that the present | administration 1s now 
recommending a further grouping of the agencies withi n the Depart- 
ment of Agriculture ? 

Mr. Poacr. That is exactly right. And the Hoover report, which 
most people of the United State have looked upon as bel ra — 
constructive approat ‘th to vovernmental problems, certainly em 


ph 
SIZE 3— If it emphasizes anything—that we must group rather fo. 
eparate. I am just talking about the basic philosophy. Do you 


aqisagree with that basic philosophy 
Mr. Downtr. In a measure I would say so. But it would ill be 
come me as a repre sentative of the association I speak for here this 


morning to attempt to cliscuss the whys and wherefores of the pro 


of it. I do not belis ve that I would take issue with the Administra 


} 


tion’s proposals as to reorganization; but I might have mental reserva 


posed chang s other tl cul just my own common personal KnOW ledge 


tio about how far this should go or where they should apply. 

| Scie Vo all Vy met Onl e ] 1" ir! i) | of course | truly 
nd personally believe in them—to the report, on behalf of the Ameri 
can Banke Associatie ot our ft tional 1) tion, which maybe 
hould be brought up t ite—t | t I read 1 April 1949 
ind al ! { AG rp on ¢ the proposed 
legislat 

Mr. Poa But, Mr. Dov vi { nt 4 » accept Ww 
pe ! Wit it co «el - 4% ( { hat il nvoly n 
Government, do vou? 

Mr. Downn N v be Lo tae ld ne be our View tn we 
were represe tine te \ { nd corre 1 to solve 
Il these difficulties. ‘W eavoring | r part, and I am sure 
we are quite cer It to | | tha ! ley L\ 
iS pro. ded in the bill ! I i ] ! ew that in pat 
we t] t should | Gover} 
ment. I hope vou will t tal ol uf ! 
sth pos tio tT ¢ il ; 

Mr ‘ AGUE. I am not t Kine { ly ul I ay telling vou that 
I do not kne W the answer. b { I mm isking Vol where we go with this 
kind of policy. I im a king vou where t | ics. ¥ i are telling us 
that the policy should be to separat rat] than consolidate agencies, 
Now I am asking you where that leads from the standpoint of govern 


mental efficiency and ulti te burden on the taxpavers of America 
not simply from the “ft indpoil { of farm credit but the whole policy of 
how we run our Government. 


After all, vou cannot run this Government by ft] committee just 
grabbing one thing and paying no attention in the world to the rest 
of this Government. If we have that, we have confusion worse con 


founded and taxation without end. We have to consider the whol 


Government as a unit. The people do not pay taxes siinp ily to sup port 
farm credit. The people pay taxes to support the American Gor 

ernment, and it involves a thousand things. I am asking you to co 
ordinate them. I am asking you where your suggestion of furthen 
separation leads. You may be pointing to the right road, but I am 
asking you what is the dest ination on that road that you are pointing 
out, 





HAIRMAN. Let the Chair vroest fore you answer that, Mr. 





that we are going a little far afield perhaps in follow- 

this tine ot questio a, 11S ommittee has jurisdic- 

tion over the Departme f Avricult . We have another com- 

mittee of the House, the Committee « rovernment Reorganization, 

1 deals | relat roan t organization. 

No matter how mur Mr. Downie m rh wiiten oul committee on 

tnese gt eral quest ons to wl il should bi qaone in the field of Gov- 

ernment organization, t l ( i thing ‘ do about it because 
we Nave ho jul ad LIOn Oo { il { 

Mr. Poace. We do have jurisdicti« ecause that the very ques- 
tion that is before 1 . Whether we follow the policy you 
suggested of keeping t Departme! if Avriculture, or 
whether we fo the p \ t Mr. Downie suggested of taking it 


out of the Dep trai ot A ( re, | 1" . Oo committee except 


the Committee on Agriculture that is going to make the decision. 
t 1 + 
The CHarrMaAn. We are ge rto make a decision on that and the 
1 7 l l ‘ oe . c - 
witness has ¢ ressedad Nill cir 4 1 il ubyect, ahd tila IS aS Tar as 
this committee 1 vO, I do I eileve VOu O oht te go into the whole 
] ; ] 
field of gover! it relati we ive e1ght with son the List 


this morning to be heard and we have o ly unt | 11 0’clock to hear them. 
For that reason I doubt if we should pursue the question any further 


I am not trying to cut ve I from making the answer, Mr. Downie, 


I ye W ( 0 
Mr. Dy WNIT | Ci Fie ‘ O lal ifield ) { ipl toa swer it 
outside of my statement, for the modest fear that I would entangle 
mvself and not do this commit my good in attempting to discuss 
lhe | erta ly eve, a Mi Pr Fi i tidl, tha iif oC 4 f us would 
Want to do something that WOLIG Tae >the safety a d curity 
fany of our g rnmie epal 
] o v this ! I l y am strongly op- 
vosed nvthing tha ild ward the consolidation or 
con bu ation ol the bar KS ¢ my state. I prerer to fee] that | would 
like to operat iS al iIndepe ie t bank, even the on it is small, so long 
as I can CoM] ly al d my associale CO) ply with the requ red Govern 
ment regulatio that govern that institut . I do not mean by that 
that it is a parallel case, but it is along parallel lines of my thinking 
ta ! tution so port seginent of our economy, so 1m- 
ortant as agriculture, we ld ac ally, out any fear of it becom- 
¢ a monopoly, be fair to the farmer-producers of our Nation if 
] mi ¢ dit cic { ependent agency. 
1} i l i i swer Irom my « 1 pers al standpoint, 
; : é : I 
eC \ i} L ¢ { \ eri Da l AASS( ation. 
Mi oLEY. Mr. Dow I uld < you one question, I 
yHoOt Want bo prong Ul np we have other witnesses. 
nevi Department of Agriculture 
opel ot \re yo fraid that it is being 
ubjected. t ] rt oF p eal I ( flu ( 
Mr. Dow: li k ys th plication It might 
e tO t pe Ol itters of that sort 
lu I ‘ I Ol 5] ice i) t] De 








T) ' f 
M ( 1 ' ! 
t] V ld iu ( 
Mr. Downtr. No 
The ¢ ATA \, ; 
H [ A \ 
M 1) 1 t } 
\i DowNtTl | ! { ( 


P| ) oO ork f¢ Li ; ! H old \ 
office I clad to le ( h tore } 

Mr. H S rh vou, Cong \lbe1 
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STATEMENT OF VERN HARRISON, OKLAHOMA FARM LOAN 


A . 


ATAMTARN NTT “TA TAY TA - AAW ACQCOHNTATTANG 
ULOLAUIN Al D ay LLUNA PAKM LUAN AsSULLIALILUNS 


National Farm Loan A ! Qi | | Sat O f 
of our Oklahoma federatio1 e national fede mn, I want 
to thant ) Mr. ( rl { ep lece of appr no be r"¢ 
vour comm to express ou ones t| ( | legisla 
tic The Federa of Nat \ 

United States of America, as the name plies, . federation of 
sociations, and not one oi pa | employer : Thi | ird of dit ctors of 
the National federation is made up equally of secretary-tre rers and 
directors. Our annual meetings are attended by more directors thar 
by secretary-treasure I am not here, Mr. C Li] in. to oppo 

of the provisions of this bill, but I am here to make son ooe 


for the record and for your consideration. 

The declaration of poli y as set out in section 2 of this bill is excel 
lent. Certainly eve ryth ng should be done to enco rage and facilitate 
increased borrower participation in the management, control, and 
ultimate ownership of the permanent system of agricultural credit 
made available to them through the institutions operating under the 

ipervision of the Farm Credit Administration. This bill in sectior 











3 provides for the Farm Credit Administration to be in the Depart- 
ment of Agriculture and states that the Secretary of Agriculture 


sree ¢ sah adbag ey side} t with respect to the operations and fune- 

tions of the Farm Credit Administration. We realize that there are 
many who would prefer to take the Farm Credit Administration out 
from under any Cabinet officer, but we believe it is sound for the sare 
Credit Administration to be in the Departme Ag ilture. 


While the Federation of National a Naud: Anes nee of the 
United States of America would be willing to permit » President 
name one member from ea farm credit strict for membership on 

e Federal Farm Credit Board, we agree that the m«e ethod of se ‘lection 
of the membership for t] at Boar 1, as outlined in section 4, is in keep- 
ng with the declaration of policy as set out in section 2. We er 
however, th it. the n embers] Ip ] the N if101 B yard should : all 
! f ( tha ‘our members ondiniel from the na- 

onal farm loan association nominees. Mr. Chairman, our main 
terest in this bill is incorporated in section 15, which we want to 


Section 15 would make it possible under certain conditions for 
the} tional farm loa associatio to el t 2 members o1 the district 
farm credit board of 7 members. We feel. however, that this section 
is unfair insofar as the national farm loan associations are concerned. 
We call ye ur attention to the fact that 100 percent of the stock in all 
12 Fed eral land banks is owned by the national farm loan asso- 
reais of their respective district Furthermore, the Federal land 
inks are the only district units which are 100 percent farmer owned. 
We of the itional farm loan associations contend that with com- 
farmer ownership should go farmer control. We believe that 
inasmuch as the national farm loan associations are the owners of all 
of the stock in the Federal land banks, the associations in their 
respective districts should have the right to elect at least a majority 
of the board of directors for the Federal land bank in their district. 
We fullv recognize that our ociations are ee and we 
believe in and want full cooperation and coordination with the other 
farm credit units in our respective districts. We are be asking for 
eparate h rd of directors but would prefer a coordi ated board 


The Federation of National Farm Loat A eiations is deeply 
terested 3 Ir ste f agricultural credit and hope that 
eonstructiy nd helpful credit legislat on may be enacted by the 
( rm for the he} efit of Am ri wn Aor) Iture Tn conclusion, 

‘hai ition of National Farm Loan 
\ ination 3. T want to th 17 k you al 1 the membe rs of your com- 
mitt for this opportunity to express our views concerning the pro- 
posed legislation. I hope that we have been constructive in our 


The Cramman. We thank you very much for your statement. Mr. 
Cooley has a question. 

Mr. Cootry. If I understand it, you propose that the four members 
of the hoard be elected by the national farm loan associations? 

Mr. Harrison. We propose that the control of the board, which if 


it was a 7-man board, San he 4 members: ves, sir 
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Mr. Cootry. In other words, the farm loan association would have 
control of the entire district board. 

Mr. Harrison. That t! 

Mr. Cootry. What would happen to the PCA’s? What would they 
hav just one man? 

Mr. Harrison. I could not answer that. Possibly it would evolve 
into a separate board for each one of those units. 

Mr. Cootey. You oppose separate boards, do you not? 

Mr. Harrison. We are not asking for a separate board. We would 
prefer a separate board for the Fede ral land b inks if it were pos ible. 

Mr. Cootry. A separate board with all members elected by the farm 
associations ¢ 

Mr. Harrison. Not all the members: no, sir. The Government is 
to be re presented there. But Wwe vould ay the col trol: if t wa al 
5-man board, let the farm loan associations elect 3 or 4 and the Gov- 
ernment appoint 1 or 2. 

Mr. Cooxry. It is contemp! ited that the PCA’s will sooner or later 
be ome farmer ow nec and farme) controlled. and they are now rapdl 
becoming farmer owned, are they not ? 

Mr. Harrison. They are, except they can never own the Production 
Credit Corporation. That is where they get their money. 

Mr. ¢ OOLEY. ] understand, but something in) olit be done about that. 
So far as the Government capt il now In Pt \ is concer! ed, that is 
really rapidly being returned, 1s it not ? 

Mr. Harrison. I understand it is, and I might make this statem 


nent. 
If and when they do become farmer owned, then provision coul 


Cl 
| be 
made for their representation in equal terms. 

Mr. Cootry. Do you think it would be fair to turn over complete 
contro] of the entire activity to the national farm loan ass« iti ( 

Mr. Harrison. We think we should have control of our own activity 
Inasmuch as we own it. 

Mr. CooLey. I might agree with you on that. but I do not see how 
you could go further than that. That would mean you would have 
to have separate boards. 

Mr. Harrison. It may mean that, which we would prefer. That 
strue. We would prefer separate board 

The Crairman,. I take it from what you say your position funda 


mentally is that as fast as the organizations f lly retire their Gov- 
ernment capital, they should be represented on the district board, but 
not until then. Is that correct ¢ 

Mr. Harrison. It is in one re spect, and in another r spect it 1s not. 


They should be represented on the district board now, but I do not 
think they should have as much Say-SO as the Federal land banks be- 
cause the yare not member owned « ntirely. 

Phe CHarrman. If we leave the composition of the district board 
as it is now of 7 members—®5 to be appointed by the Governor of the 
Farm Credit Administration—and the national farm loan associa- 
tions were to have a majority of the board. that would mean that none 
of the other farm credit organizations would be represented on the 
board, would it not 2 

Mr. Harrison. That depends. Under the provision how the Pro- 
duction Credit Associations elect one member of the 7-man board and 
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STATEMENT OF L. E. JEWETT, DIRECTOR, FARM CREDIT BOARD 
OF ST. PAUL 


ite Credit Bank of St. I P: Credit Cor} on 
f St. Paul, and t St. Pa ved 
‘ } n that Board, | ¢ proauct reat 
it1o1 or my a rict 
I . | Thess oe Nat nal Fa ( Dire 
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f nder f: rmer ownel hy na tr | O ‘ 
good. The investing public has confidence the Federal interme- 
liate credit bank debentures, and that confid e ] e rel ed. 
The bill contemplates that event illy x oO] ‘ 111 ( ~ of 
the district farm credit boards would be elected by the national farm 
an issoclations, production credit a oO i ns, he borrowers 








rict banks for cooperat Ves, The seventh director would 
by the Governor of the Farm Credit Administration. 





In such a situation it should be remembered that 6 of such directors 
( | be elected by associations that have no financial interest in 2 
af the corporations that would be supervised by such board, namely, 
the Pro tie Credit Corp. and the Federal intermediate credit 
bank. the entire ecnpital of \ ( owned by the United States Gov 
el ( 
\\ The ( ( ire ome of mv pe} ! 1 « ervatiol d view 
I i of ) } i ( \ Kpressed its opposition to 
the above legislate for the reas expre ad the attached resolu 
ti ~ wi Cc a re n part of t | tatem Tas It he ich such 
resolut \ idopted when the } 1 Farm Credit fF 1952— 
H. R. 8336, 8. 3388, 82d Cong ing considered, neverthe 
.10r the reasol stated 11 ( resolution, the boal | S inimously 
O} | to the ] ve of the ab bill now under consideration by 
t} committe 
I} the resolution which is included in our minutes of our Janu- 
ry ad meet Oo 
Where the Farm Credit ] of St. P Ss aware that changing conditions 
n I e amendmen to » ba \ roverning the Farm Credit Ad 
a sul \ nt mee ich conditions; 


W f { De ] oks wit] \ on any amendments to such laws that 


} ‘ t tha s I ts ember borrowers; am 
W reas, t Board, after ex! st tudy of the proposed Farm Credit 
Act | H. R. 8336, H. R. 8337, and S. 2388, S2d Congress, 2d session—is 
convinced t me seful purpose be accomplished by enactment into law 
( } j r | isin the 1 e, | if 
if t] Board does not fay the enactment into law of the Farm 
Cred \ 1952 or sil r leg itior nd disapproves the principles underly- 
at 
R t] Chat tl Board is specifically opposed to the removal of 
Credit Admi t f the Department of Agriculture by this 
Resolved é | t t Board pposed to the creat by this or other 
egislation of an : power | e Farm Credit Board to exercise super 
V n of the Far Credit Administration and its member credit units; 
Resolve further, J t tl Board a roves and supports legislation to accom 
I } fol) ge Purl 
ro exempt production credit corporations and Federal intermediate credit 
bank f I the budget ] V ‘ of the Government Corporation Control Act: 
2. To authorize production credit sociations to declare and pay dividends 
t] A stock hout taking sin I tion with respect to their B stock ; 
R l furt That a coy of tl! solution be furnished the Governor 


of the Farm Credit Administration and the several district farm eredit boards. 


This proposed amendment has been requested by many of the asso- 


ciatiol iI m\ district. Tl e board of the St. Paul district do not try 
to promote legislation among their member associations. Each vear 
the 12 farm credit boards meet in an annual conference. For the past 
several veal the proposal to rewrite the present farm credit legislation 
has been discussed in these conferences. and each year a majority of 
the district directors present have not been in favor of the proposal. 
Each vear a committee composed of 1 director from each of the 12 
districts meet to analvze and study the proposed legislation relating 
to farm credit. At the last meeting in January 1953 the majority 
of the committee were opposed to complete revamping of farm credit. 
Iam an alternate member of that committee from the Seventh District. 
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Mr. Chairman, that completes my statement. I thank you for your 
consideration. 

The Cuatmrman. We thank you very much, Mr. Jewett, for appear- 
ing before the committee. Are there any questions 

Mr. Auserr. Mr. Jewett, are you an elected or an appointed member ? 

Mr. Jewrrr. I am an elected member. 

The Cnamman, Any further questions? If not, we thank yo 
Mr. Jewett, for your statement. 

Mr. Jewerr. Again I thank you. 

The CHatrmMan. The next witne will be a representative of the 
National Gral ve. The Chair does not | ve the name ot the repre 


tative who will appear. Are you appearing, Mr. Newsom ? 
M NEWSOM. ¥ both ] I * 03 he Garang nd ! cha rman 
of t} t « mit te 
The ¢ IRMAN. L might before 1 iv be inte 
ru? | haquol eall \ d like to have vou start and if 
Wwe ] L\ | ( I Cte ( tak } ( l VV norn 
he \ ff { I u ou re tomorrow 
] ! noe, i uf 
Mr. Nt uw. Yes. sit p! ul 
The Cn MAN. Wel I not b t pted 
M \ M lav | Mi ( min it the att V to! ur 
54 \ Mr. H ( e i ra t] hi i 1 turn 
file ] let I 1 << T ib nal 1] } nswel que 
{ het ima i i Vv} t of w I a uswer 
The CHatrman. I am sure there is no objection to that. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE, AND CHAIRMAN OF THE JOINT FARM CREDIT COM- 
MITTEE, ACCOMPANIED BY T. HARVEY HEDGEPETH, LEGAL 
COUNSEL, JOINT FARM CREDIT COMMITTEE 


l 
4 


have the honor to appear ih tl rticl bevy ecireumstance not oniv as 


Vir. Newsom. Mr. Chairman and members of the committee: I 


master of the Nat onal Gi mve, but as chairman of the imomt Tarm 


ago by the National Gray oe, the 
Americ 1) Farm Bureau Federat On, and fhe National Council of 


Farmer Cooperatives. ‘Two facts stand out vividly in connection 
With this legislation As being F reel the product of work initiated bv 
sf tl 


j these three oreanizat ions mentioned 


} 4 | 1 
credit committee created 10 yeurs I 


this joint farm credit committ 
above. It Way be interesting to rece ra here ft] Ol ginal members of 
the committee: From the American Farm Bureau Federation, Mr. 
W.R. Oge and Mr. R. E. Short: from the National Couneil of Farmer 
Cooperatives. Mr. Ezra Taft Benson and Mr. ‘Thomas K. Johnson: 
and from the National Grange, Mr. Albert S. Goss and Mr. E. A. 
Eckert. Mr. J homas kK. Johnson was with the Eastern Dark Fired 
‘Tobacco Association in Springtield, Tenn.: and Mr ae. Eckert, a 
farmer in southern Lhline Ss, wasa mneinber ot the exec utive committee 
of the National Grange and master of the Illinois State Grange at that 
time. This committee was formally organized on March 5, 1943. 
First of all I want to explain that it is the product of no less than 10 
full years of joint effort—of careful deliberation predicated on the 
growing credit and capital requirements of our agricultural industry. 





have 
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ind per 

should 

er full 
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= 


of varied circumstances and causes in their nature, so we must 
snmalts analyze the facilities to provide that needed credit. 
The purpose of th IS propos sed le oislation 11S tha { of streng rthening the 


cooperative features of the farm credit system. As farmer-borrowers 
we are proud of the fact that we have retired the Government capital 
from the Federal land bank system. Jt does not seem appropriate, 
however, that farmers as stockholders in the national farm loan 
ciation should not have in creasing authority and control over the sys 
tem in proportion to their increased ownership. From time to time 


e have been encouraged as additional production credit asso 


con 


asssO 


Labions 
have announced further progress toward the ultimate goal of complete 
farmer ownel hip of those assoc ations. But just as Is the case in the 


national farm loan associations, there has been no change in the degree 


of farmer col trol of the se assoc tions prop rviohate to retirement ot 
Q5 percent ot the Government ¢ i} ital. 

In like manner, to attain our goal of retiring Government ¢ pital 
from thi system provisiot must | > mad whereby farmer coopera Ve 
can retire the Government capital from the bank for cooperatives 
We also want to provide that the product credit assoc on 
purchase sto K in and thereby retire the Government capital in thei 
own credit institution. The exact method by which this latter ob 
jective may be accomplish 1 Lot spelled out n the bill, but pro 10} 
1S meer for 1S neeetne ent under t ; ‘tion entitled “R spons bilities 
of th » Board’ herein it 1s OV] led that the Board ill make a 
serant Gane to Coner includ herein al rec ( Ol 
ee ee ve to leral LO! tural « lit 

The memb r » ik; » Crs Lit Board one Tro! each of the 
apt ee ae representatin ll actually be officers of 
the United state Government under oath of off e. But it is obvious 
that, having been nominated by the President he manner provided 
under section 4, they will have a broad understanding wel 
structive viewpoint and purpose of the ag tural credit requ 
ments of the broad and varied werk ltural ind ry that th AGeNCY 
is to serve. 

It is further our purpose that this Farm ¢ lit Act of 1953 should 
be that of providing « onomically sound credit from the standpoint 


I y = 


credit required DY agriculture can be s ppl ed by the 


of a business point of view. We recognize that the major volume of 
banking bus} 


ness of the Nation. However, the special long term, high volume ol 
credit required in many instances is not possible under the laws and 
regulations unde r which the national banks and ther commere!) il 


banks of the Nation operate. Farmers cannot a fford t he uncertaint\ 
of frequent extensions of ordinary short term samriatanaial credit. If 
is, therefore, completely sound to see] to prov ide the necessary ere d 
through this strenethened cooperative structure. | repeat that th 
is the purpose to which H. R. 4353 is dedicated. 

There is, however, an entirely separate credit field. This legislat Lon 
is not designed to meet the need of disaster credit or credit clearly 
designed to effect the change in total program of operation of families 
or individuals. We recognize the need for this sort of credit which 
has oftentimes been called social credit or sometimes soft credit. It 
is however unsound to mix these two types of credit. We must ap 
proach that problem in a different manner, as indeed it has been ap- 
proached most of the time. 
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Most, if not all, of the opposition to S. 1505 and its House counter- 
part, H. R. 4353, stems from this confusion of what for want of 
better terms I referred to as sound agricultural credit from a business 
or income point of view with that which may be required from a social 
or adjustment point of view. Our purpose of making our coopera- 
tive credit facilities truly competitive is consistent with our desire to 
hold down the cost of such credit. To permit continued confusion 
of the relief or social sort of credit is to prec ‘lude the possibility of 
ied achieving a truly cooperative structure, or of freeing the Farm 

Credit Administration and its agencies of enue capital, 

The problem of the alleged 2,500,000 underemployed farm families, 
the problem of area disaster for climatic or other reasons, or the prob- 
lems of prolonged or recurring disparity in agriculture are definite 
problems in which we must interest ourselves even more constructively 
and objectively than we have thus far. In saying that we must sepa- 
rate the true credit problems of our farming business from those of 
a more purely social nature, rather than to confuse them, we are in 
effect saying that we are not only interested in solving both, but we 
intend to dedicate our best efforts to both without confusion. 

In behalf of our 3 farm organizations, therefore—The National 
Council of Farmer Cooperatives, the American Farm Bureau Federa- 
tion, and the National Grange working through the joint farm credit 
committee over a 10-year period; and in cooper ration with the 2 great 
national 11- cad 12-man advis sory committees of the national produc- 
tion credit associations and the national farm loan associations, we 
respectfully urge the enactment of this legislation. 

May I say parenthetically, Mr. Chairman, that since the introduc- 
tion of this bill, as you have been advised by the Under Secretary of 
Acriculture, there have been a few qui stions developed in the Bureau 
of the Budget. We are working with folks in the Department of 
Agriculture and at the White House level to reach agreement on 
these objections and their merit. One of those agreements that we 
have already accepted came in the form of a challenge, namely, that 
we produce legislation at the earliest possible date—assuming this 
legislation does become law—to pave the way for the subsequent legis- 
lat on which will he proposed in the farm organizations and the 
associations that have been working with us. We are prepared to 
diligently seek to provide the legislation that will attain this objective 
of providing for the retirement of Government capital from the 
intermediate credit banks and from the banks for cooperatives. 

Frankly, some of us at least have in mind the possible combination 
of functions of the Production Credit Corporation and intermediate 
credit banks so that we will not need the 3 agencies, but rather will 
only need the 2. I do not know whether that is a proper remark, 
that latter one, here or not; but I do want to give the committee 
e vide nee of a de _— sense of direction on the part of this joint farm 
credit committe 

The CHatmman. I am sure that is of interest to the committee. 

Mr. Nrwsom. Now, Mr. Chairman, I will be glad to try to answer 
questions if you have anv. Or if you want Mr Hedgepeth to read 
his analysis, he is prepared to do that. Otherwise. he is prepared to 
le it and to comment on it at your pleasure. 
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The CHairman. The bells have rung for a quorum call. It will be 
necessary to adjourn the committee so the members can answer that 
call. In view of that fact, the committee will adjourn until 10 o’clock 
tomorrow morning. 

I am wondering if you can be back, and also Mr. Hedgepeth, at that 
time in the event there are some questions on the part of the committee ? 
We are sorry we have had to interrupt the proceedings here, but it is 
necessary that the committee answer the call. 

Mr. NEWSOM. We will be here, Mr. Chairman. 

The CwHatrMan. The committee will adjourn until 10 o'clock 
tomorrow morning. 

(Thereupon, at 11:15 a. m., the committee adjourned until 10 
a.m., Thursday, May 14, 1953.) 
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THURSDAY, MAY 14, 1953 


Houser or RepresENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1310, House Office Building, Representative Clifford Hope (chair 
man) presiding. 

Present : Representatives Hope (chairman), Hoeven, Dague, Lovre, 
McIntire, Williams, King, Harrison, Wampler, Cooley, Poage, Grant, 
Abernethy, Thompson, and Jones. 

The CHAIRMAN. When the committee was f« reed to conclude on 
yesterday on account of a quorum call, Mr. Newsom had just finished 
his statement. We have asked him to come back today to answer any 
questions that might be asked. The Chair does not know whether 
there are any questions, but if you will come forward, Mr. Newsom, 
we will give the committee members a chance to ask questions f they 


desire to do so. Are there an\ questions ¢ 


FURTHER STATEMENT OF HERSCHEL D. NEWSOM, MASTER, 
NATIONAL GRANGE, AND CHAIRMAN, JOINT FARM CREDIT 
COMMITTEE 


Mr. Newsom. Mr. Chairman, I might add that the detailed analysis 
prepared by Mr. Hedgepeth, counsel for the joint committee, was not 
distributed yesterday. We were expecting to distribute it this mort 
ing, and we expected to have Mr. Hedgepeth available for his profe 
sional-type comment. However, Mr. Hedgepeth is in conference with 
legal counsel from the White House and from the Bureau of the 

Judget to try to iron out some seeming difficulties from their point 
of view as well as ours. 

The Cyarrman. I think all members have a copy of this analysis 
and undoubtedly when these conferences are concluded there may be 
some suggested changes we want to consider. We will probably want 
to have you and Mr. Hedgepeth and perhaps some others come before 
the committee and discuss those. At that time we can go into some 
of these questions a little more fully. We hope we will have a little 
more time to do so then. 

Do you have anything further ? 

Mr. Newsom. I think what you have said, Mr. Chairman, is en- 
tirely reassuring to us; but I would like to make it clear that we do 
want to reserve the privilege, if we may, of commenting or passing 
judgment before the committee on whatever modifications may come 
out of this development. We are enjoying the opportunity of ap- 
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hing this subject matter in the manner in which it is being 


ro 1) 


ay proa hed, and we expect reasonable harmonious agreement. But it 
- just possible that we may be in disagreement with the proposals 
that may be made to the committee by the Department or by the 
executive branch of the Government, in which case we would like the 


privilege of voicing disagreement with the committee. 


Che CHAIRMAN. You will have ample opportunity to do it, of 
ourse. We will go ahead with the hearings as scheduled, and 


then if there are suggestions that call for any important changes, 
we will go through the whole thing and again give everyone an 
opportunity to give us his reaction to the changes. 

At this point in the hearings we will insert the analysis made br 


Mr. Hedgepeth. 


(The analysis is as follows:) 


STATEMENT CONCERNING PRINCIPAL PROVISIONS OF PROPOSED FARM CREDIT ACT 
or 1953 (H. R. 4353, S. 1505) 
Prepared by T. Harvey Hedgepeth, Counsel, Joint Farm Credit Committee 


May 8 1953) 
DECLARATION OF POLICY (SEC, 2) 


It is declared to be the policy of the Congress to encourage and facilitate 
ereased borrower participation in the management, control and ultimate 
ownership of the permanent system of agricultural credit operated under 
the supervision of the Farm Credit Administration. The objectives of the bill 
ire in keeping with such policy Hlowever, the declaration envisions still other 
teps to be taken in 1 ng out such policy, in that the Federal farm credit 
board provided for n the bill is directed to make recommendations to the 
Cx ress with l year afte ippointment of means supplemental to those 


contained in the bill, of carrying such policy into effect. 


SETUP AT NATIONAL LEVEL (SE¢ , 4, 5, 6, 7, AND 8) 
e Fart Credit Administr: Ww remain in the Department of 
Srictuture 
~. Under present law the Farm Credit Administration is administered under 
he general direction of the Secret: f Agriculture, by a Governor as chief 
ecutive officer, and four Commissix rs, the Governor and Commissioners 
b g appointed by the Pr dent with the advice and consent of the Senate 
ind each of them having certain statutory powers and duties The present 
setup resulted from sundry acts and Executive orders beginning in 1916, and 


represents the consolidation of a number of bureaus, offices and agencies created 


rhe b abolishes the offices « the four Commissioners (Land Bank 
mel Production ¢ dit missioner, Cooperative Bank Commis 
1 Intermediate Credft Commissioner) and provides for the agency 
i stered b sing executive officer (Governor) under the direction 
nd supervision of the Federal Farm Credit Board provided for in the bill, 
th the Secretary of Agriculture bei! responsible for reporting to the Presi 
ent with respect to the operations of th Zenes The Board will report to the 
{ ng SS fl \ 
+. The Board w be composed of 183 members as follows: 
One t be lesignuted by the ereta ) Agriculture, who will serve 
Se v's represt ( he Boare 
Twe one from eacl the f n credit districts, to be appointed by 
he President with the advice and consent of the Senate, upon nominations 
de s follows The national f oan associations in each district shall 
gnate one nominee, the production cred associations in the district shall 
te one, and the cooper: are borrowers from the bank for 
ve f the district sha lesigr ! From the 3 nominees 1 will be 
y ed 4 mple procedure is. se p for making the nominations. being 


he proced follow by gal Lol electing members of 
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QUALIFICATIONS, TERMS OF OFFICE. AND DUTIES OF FEDERAL FARM CREDIT BOARD 
(SECS, 4 AND 6) 


1.Qualifications.—The appointed members of the Board must be citizens of 
the United States who have resided in the farm credit district from which 
appointed for not less than 10 years. No person is eligible for nomination 
or appointment who has within 1 year next preceding the commencement of 
the term been a salaried officer or employee of the Farm Credit Admin- 
istration or of any corporation operating under the supervision of the Farm 
Credit Administration. A member of a district farm credit board is not 
rendered ineligible for nomination and appointment by virtue of such member- 
ship, but if appointed he must resign membership on the district board before 
assuming his duties on the national board. The Secretary’s representative 
must be a citizen of the United States and shall have been a resident of the 
United States for not less than 10 years next preceding his designation to 
membership on the board: further, he shall not be a member of a district farm 
credit board nor an officer or employee of any corporation operating under 
the supervision of the Farm Credit Administration. The Secretary's repre- 
sentative may not serve as chairman, vice chairman or secretary of the Board 
but otherwise has all rights and privileges of membership 

2. Terms of Office. The 12 appointed members serve for terms of 6 years; 
however, the first appointment are made for staggered terms so that beginning 
with the second yvear 2 memberships expire each year, calling for new nomi 
nations and appointments. No appointed member may serve for more than 
1 full term of 6 years and, in addition, a term of less than 6 years if he is one of 
the first members to be appointed, or, for the unexpired portion of 1 term expiring 
before his appointment to a full term. <A vacancy in the office of an appointed 
member is filled for the unexpired portion of the term upon nominations and 
appointment. The Secretary’s representative will serve at the pleasure of 
the Secretary 

3. Duties—The Board is a part-time, policymaking body. It is required to 
see that policies fixed by it are carried out; exercise budgetary control; require 
reports from the Governor and from other officials or corporations under the 
supervision of the Farm Credit Administration as may be needed; make an 
annual report to the Congress, including any recommendations of amendments 
to farm credit laws; exercise general direction and supervision over the per- 
formance of all of the functions, powers and duties vested in the Governor when, 
in the judgment of the Board, broad supervisory, advisory or policy matters are 
involved. It must function as a unit without delegating authority to individual 
members and is expressly prohibited from acting in an administrative capacity. 
It is expressly provided that all administrative powers, functions and duties of 
the Farm Credit Administration shall be exercised and performed by the Gov- 
ernor. Nevertheless, the Governor is employed by the Board and serves at the 
pleasure of the board. 

4. Meetings and compensation.—The Board may meet at such times and places 
as it may determine, but is required to hold at least four regularly scheduled 
meetings a year. Board members will receive for their services $50 per day, 
plus expenses for not exceeding 75 days in any one year, except that the Secre- 
tary’s representative will receive no per diem or expenses if he is a fulltime 
officer or employee of the United States 


ADMINISTRATIVE SETUP OF FARM CREDIT ADMINISTRATION (SECS. 5 AND 7) 


All administrative authority is vested in the Governor to be exercised under 
the direction and supervision of the Board. The Governor is employed by the 
Board and will serve at the pleasure of the Board. His salary may not exceed 
$20,000 a year, together with necessary traveling and subsistence expenses or 
ner diem in lieu thereof within the limifations prescribed by law while away 
from his official station upon official business. He is required to comply with 
all orders and directions received from the Board but as to all third persons 
all of his acts will be conclusively presumed to be in compliance with Board 
orders. Subject only to the supervisory authority of the Board, the Governor 
is charged with administration of all laws heretofore administered by the Farm 
Credit Administration or its officers and of the present act. He is given ample 
authority to set up his own administrative organization and to delegate 
authority. 








PION OF AUTHORITY BY RM CREDI MINISTRATION TO DISTRICT INSTITUTIONS 


In the interest efficient administration the Governor is permitted to delegate 
under general order or rules and regulations to a Federal land bank such of 
his duties, powers and rit ith respect to and over national farm loan 
associations, their officers and employees in the farm credit district wherein the 





Federal land bank is located as, in his discretion, he may determine; and, in like 
manner, to delegate to a production credit corporation such of his duties, powers 
and authority over production credit iations and their officers and employees 
in the farm credit district wherein such production credit corporation is located 





DIVISI OF COOPERATIVE MARKETING TRANSFERRED (SEC, 


The Division of Cooperative Marketing established originally in the Depart- 
ment of Agriculture by act of July 2, 1926 (Public No. 450, 69th Cong.), but 
placed in Farm Credit Administration by Executive Order No. 6084, March 27, 
1933, is transferred to the Agricultural Research Administration in the Depart- 
nent of Agriculture as a bureau of such agency The functions of this division 
are mo} osely related to the Agricultural Research Administration, and too, 
it is supported by direct appropriations, whereas, the cost of administering the 

( 


‘redit Administration is provided by assessments against district 


FRANCHISE TAX PROVISIONS (SECS. 10, 11, 12, AND 13 


1. The franchise tax is designed to afford to the United States a return on 
its invested capital (when it has capital so invested) in the district institu- 
tions, Federal land banks, Federal intermediate credit banks, production credit 
corporations and banks for cooperatives; also upon its invested capital in the 
central bank for cooperatives 

2. Under existing law only the Federal intermediate credit banks are required 


to pay such a tax rhe Federal land banks were established in 1916. They were 
designed to be privately owned and fully self-supporting but in the early 19380’s 
they were in difficulties and a revolving fund was established from which sub 


scriptions to their capital was made on behalf of the United States. All such 
subscriptions have been retired and the land banks are now wholly owned by 





national farm associations through which their loans are made—-which asso 
ciations, in turn, are wholly owned by the farmer-borrowers. The revolving 
fund is still available, however, in the event it should become necessary to use 


it again and the bill provides in that event that such banks shall pay a franchise 


ax to the United States as a means of affording a return on the Government 
capital invested in them. The Federal! intermediate credit banks were estab- 
lished in 1923 and have always been wholl owned by the United States. As 


stated, they have been required to pay a franchise tax from the beginning. The 


production credit corporations were established in 1933 and are likewise wholly 





owned by the United States. The bill provides that they, too, shall pay a fran- 
chise tax from earnings The Central Bank for Cooperatives and the Regional 
Banks for Cooperatives were established in 1983 and are partly owned by their 
borrowers (farmer cooperatives) but the great majority of their stock is owned 
by the United States The bill provides that they shall pay a franchise tax from 


earnings in respect of the Government capital invested in them. 

3. The nature of the tax provisions now applicable to Federal intermediate 
credit banks and those contained in the bill with respect to the other institutions 
is summarized as follows: 

(a) Federal intermediate credit banks.—At the end of each year the earnings 
above expenses of these banks are applied to: (1) making up losses in excess 
of reserves for losses and assets of doubtful value, (2) restoration of impairment 
of paid-in capital and paid-in surplus, (3) creation and maintenance of reserves 
against unforeseen losses and assets of doubtful value in such amount as the 
board of directors may determine, (4) the payment of 25 percent of the amount 
then remaining to the United States as a franchise tax, and (5) the amount 
then remaining is passed into the surplus account. 

The Government's investment in these banks consists of $5,000,000 paid-in 
capital in each bank aggregating $60,000,000 and it may be increased by sub- 
scriptions from a revolving fund if the need arises. For the period 1923-52 
(as of June 30, 1952) the franchise taxes paid by the banks amounted to 








Che capital of the corporations was provided from a revolving fund riginally 


120.000.000, now $90,000,000, of which 


as of June 30, 1952, $36.285.000 was 
investe in stock of the corporations ) ; and the Gover? r of the Farm Credit 
Administration may ine rease or decrease the subs tion to the capital sto k of 


he corporations from time to time in accordance with the credit needs of the 
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district The corporations have two sources of income, namely, (1) dividends 
on Cla \ stock in the associations, and (2) earnings on investments. The 
organic law made no provision for pay nt of operating expenses and building 
reserves except out of earnings on Class A stoc!l Actually, however, earnings 
m Class A stock have been negligible (only $605,799 from organization in 1933 to 
Ju 30, 1952) rently because the ) ons have generally been encour- 
aged to accumulate reserves and to retire the investment of the corporations be 
fore declaring dividends According operating expenses and accumulation of 
ive come most entirely from earnings on investments (Government 
securities). Earned surplus of the corporations to June 30, 1952, was $15,614,104 
representing the ¢ iulative net income from inception of the corporations in 
1933 However, f the fiscal year ended June 30, 1952, the corporations cper- 
ate it a col ned net loss of $586,646. For that year each of the corporations 
operat loss and 10 of them showed a net loss If it be considered 
t rp ns have built up é é uses and they are to continue 
ope y t subs ial me f n o year, the tax return may 
I tively insignificant However, as a part of the overall picture the tax 
pre n sl l be re d oré ] f tl innit iinst hich 
m I ed I I ( Grove ] I a e some return upon 
s estment f time to t i than i] passing the funds int» the 
SU] for the ult ate benefit of the Government. 
N hstanding the above, the vestment in the corporations has not been 
wit l é Zed } Th er estment fe the per 1 1933-50 wa 
$100.000.000 \ June 50, 1952, the corporati s id an earned surplas of 
Ss} ‘ (i4 
i. I h l be added that s to the Federal int mediate credit banks tinder 
existing law, and the other institutions under provisions of the bill, the tix in 
each case is payable only from earnings of the particular year If there are no 
net earnings from which to pay the ta na particular year, then no tax is to 
be collected for that yeal It should also be stated, however, that the ‘whole 
venture of the Federal farm cred system is bottomed more upon socia' and 
ec mie considerations of the nation than upon any design for immedia:e in 
ve le returns f1 funds invested therein. The structure ha een pat te 
gether piece by ] e since 1917 and basie in the design from the beginning has 
been the policy that the system shall ultimately become as nearly as may be 
f'; r-borrower owned and operated,’ and self-sustaining. The progress in 
that direction is one of the remarkable chapters in the America story of free en 
terprise under law The present bill in its entirety is in furtherance of that 
policy That further steps in that direction are contemplated is evidenced by 
the mandate to the Federal ] 


arm Credit Poard that studies be advanced and 
cefinite recommendations be submitted to the Congre 

forth means, supplemental to those contained in the bill, of advancing the 
system toward the place where it will be as nearly as possible privately owned and 
operated, and self-sustained, although remaining under Government supervision. 


ss within one year setting 


DISTRICT FARM CREDIT BOARD (SECS, 14 AND 15) 


1. The bill provides for increased participation of member-borrowers and their 


local credit organizations (national farm loan associations, production credit 
ons and farmer cooperatives which are borrowers from the bank for 
cooperatives) in the election of members to the district farm credit board, com- 


mensurate with their increased participation in ownership of the district insti 
tutions 

® The district institutions are, of course, a Federal land bank which makes 
land mortgage loans through national farm loan associations (local 
owned and operated by member-borrowers) : a Federal intermediate credit bank 
which supplies short term and intermediate term credit for agricultural and 
livestock purposes by discounting paper for, and making loans, to, production 
eredit associations, banks for cooperatives, agricultural credit corporations, live- 
stock loan companies, and similar financing institutions; a production credit cor- 
poration which supervises the opt 
associations of member-borrowers who make loans to their members, obtaining a 
supply of credit funds from the intermediate credit bank) and, in some instances, 
hold stock in such associations: and a regional bank for cooperatives which 
makes loans to farmer-cooperatives. These institutions are operated under a 
common board of seven directors known as the “District Farm Credit Board,” 
This board also serves as the coordinating body for the purpose of properly re 


} 


lating and coordinating the functions of the district institutions. 


¢ ot 
Associa 


ions 


ons of produc tion credit associations (local 











3. The manner and extent of increasing the participation of local borrowers 
and associat 
parison of the present method of election or appointment of directors with the 
method provided in the bill: 
(a) Present method.—At present the Board is constituted as follows 
One elected by national farm loan associations 
One elected by production credit associations. 


One elected by cooperative borrowers, 


ions in the election of directors may be seen from the following com 





One appointed by the Governor from three ! itions made by nat 
farm loan associations and know! s third district director 
7 wo appointed by the Governor and known as district directors 
One appointed by Governor and known as director at large 
(db Vew method The bill pr des f } ‘ nzed » the following 
One elect DV 1 onal ta oa ) « 
One elected | pi ection ¢1 ( s 
One ected 
i }} tf { | ( ( ! ‘ | , | 
Credit Board and | S directors ( 
One ap} ointed ¢ ( he Feder I ( 
I d d kn S rect \ roe 





Ss | nd reserves ¢ i Fede ‘ ‘ ere ) ent 
of the total « lL stock ! dre rves of ! e NFLA’s 
of tl | rict ll elect one ) ire ie ‘ ‘ 
ia ri¢ dire ( I Ct n ( t i i ( ! 
immediately upor e of bill, NFLA ricts W 
ele L additi« | direc n f \ ( thee of a district 
director (or rd district directo1 
) Wain ind Ss long a t vit { a) ely l 3 piu 
nd reserves < roduet C1 \ i (« ective ) of district 
equal or exceed 6f percent of et ‘ sul s, and reserves 
of the Product 1 Credit \s i I collect é ti the d rict the 
PCA’s may elect on ( tions irector to serve ( ‘ trict dire 
te n like manne ind i I sions ‘ Ove | ‘ | 
tion no obta I ot the dist 
(3) When, and s long as, the ipital stock and subseriptions t the 
guaranty fund held by cooperatives in a regional bank for cooperatives, sur 
plus and reserves of said ban , Ca il or ex ed 66 ercent of the tota 
eapital sto s seript I 0 rranty nd | and rese ( r tive 
bank, the cooperat eS hich are borre ers may elect one dditional director 
to serve leu ¢ i tistr ‘ I ll ( l el i! tt ilKe pro 
Visions as stated above This condition does not now obtain in any district 
but the pro it should be enacted as a part of the basie plan, looking 
toward increased private participation in the « ership of these banks 
(4) As to (1), (2). and (3) above na ¢ ( here the re ed conditior 
exist to authorize oun ft n additio | ector, | t] nditions 
cease TO ex { tive roup Wi e the privilege of ¢ ( thie id [ na 
director and he will b ppointed by the Governor with the app al of the 
Be d un such tf i thie ondit ‘ og he gt pt 
elect hi 
( AN \ H LOCA LJ S 
The bil iu or ¢ roduction redit S i I itl the app il of 
the president of the production credit corporation of the district and the Governo 
of the Farm Cred Administra h, fo issue a new Class of oc} ed *< ss ( 
stock, which may be purehased by production credit Corporations or private 
investors Such stock will be nonvoting It mav be made callable and be giver 


preferences as to dividends or assets upon liquidation, as may be determined by 
the resolution of the stockholders authorizing its issuance The affirmative vote 
of two-thirds of the class A and class B stock is required to issue class C stock 
One purpose of ch stock is to enable an association (with the approvals re 

ferred to) to tap local sources of private capital for its needs, thus a voiding the 
necessity of subscription to A stock by the corporation on behalf of the Govern 
ment. Since it may be made callable, the association may plan its financing in 
accordance with its needs and ability to repay. 
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through the Government Corporation Controls Act, the Bureau of 
the Budget Act. and the Civil Service Act 
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Nn tivities authorized under these acts are the essence of govern- 
mental col trol. The press lire has been on. irom time to time, to 
iquidate the nongovernmental features of the farm credit program 

the interest of more centralized controls; and to set up a govern- 


mental direct lending agency whose policies could guide the Nation’s 


i . prod tion, marketing and what not. into channels conceived 
ne} itter! f paternalism 
N yr, of course. ct id eontribute more to the drying up of 
rivate tiative in agriculture. The withering away of agricul- 
production at the grassroots has elsewhere resulted from State 
perated and upery ed product on. Tha I e pl sure have not 
Ce d here h is been due to the resistance pel neating ie farm 
I iif Vsti n wW h has conti lly regenerated TS¢ if at the local 
vels, and a ed DY personnel ympathetic to the original objec- 
live ( 1 cooperative cred { system 5 snap ing prior farm organ- 
rot outside. v ch have consistently held to the aoe pur- 
ose of a farmer-owned and farme operated credit yotem. In the 
past 35 or 40 vears farmer cooperation in the fields of marketing of 
arm products, in purchasing of farm production upplies, in obtain- 
ne rm mortgage and farm production credit eee electric 
power, in building irrigation and drainage ditel In supplying 


nee, nmany other Services, has deve loned. aie and be ome 


i part of the everyday farm business. Hardly any family-operated 
farm today eriously engaged in farm production, operates inde 
pendent of a farmers’ mutual or cooperative service. Many partici- 
pate nas many as 10 or a dozen different mutual enterprises, which 
means they } urtic pate 1 the management and policymaking, and 


Ia ers ive successfully operated thei own nat onal farm loan 
issoc1ation ind paid off the Government capital. Approximately 60 


ercent of the production credit associations have paid off 90 percent 
f the Gove t capital, not entirely through earnings but in sub- 
intial par 1 oh direct capital contributions. 


Farmer ve successfully participated the operation of national 
inks a other ba im rural ar nder the supervision of Fed- 


raijand Stat hy; Ik a la VS. _ \ be] ‘VE they are fully capable of 

perating cooperative farm credit unit anes the Supe: ion of the 

Government at the Federal level. They wish to assume responsibility 

! nagement as fast as they assume owne1 99 Ther can be little 

‘urthe entive toward owners! p and retirement of Government 

uy n farm credit titution yvithout full participation in man 
‘ t 

| bill was developed by representatives of national farm loan 

issociations and production credit associations meeting with the joint 


‘arm credit committee of the eo organizations. It provi des the 
superstructure under which steps 1 be tal cen prog rressive ly to hs ive 
a full-fledged farmers’ cooperative as ystem operated under the 
upervision of the Federal Government j ra baci with tested 
farming finanicing principles. : provides for leaving the Farm 
Credit Ac mnseaen ition in the Department of Agric ulture despite the 
fact that it has been the feeling af ‘ca groups and borrower groups 
that it aot be an independent agency. The reason for leaving it 
in the Department of Agriculture is to have the Administration housed 
in a eciieai sympathetic to and informed on farm credit. If set 
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up as an independent agency, it would run the risk of finding itself 
pp! iced in some less compatible relationshi pw ith some other Gcvern- 
ment department by some later reorganization plan. In the Depart 
ment of Agriculture it will, if desirable, be possible at the Federal 
level to use the housekes ‘pl @ services available there to good advair 
tage. There will also be opportunities for utilizing the information 
ivailable in the other bureaus and administrations. 

Within the Department it will retain a relatively autonomous state 


is to policy making and i nistration. For coordination ar SES 
the Secretary will appoint l of {3 Board members who will have all 
the duties and privileges of ies Board members except that of 


serving as an officer. The Board, otherwise made up of a representa- 
tive from each of the 12 districts, will be the poliey making and 
supervisory Board representing Federal Government administration 
within t ie area and authority ¢ fthelaw. Director will be appointed 
by the President with the advice and consent of the Senate. They 


will take the oath of office and be Federal emplovees. Thev will sever 


inv official connection with the district hanks or local assoc ation. 

In order that they be experienced, skilled in, and s ympath etic to 
cooperative farm credit, and in order that the President be protected 
fron elf nominated an id p ressure backed 10 b hn nters not experl- 
enced and sympathetic to cooper: itive farm « redit, it is provided that 
each district nominate 3 candidates, from whom the President may 
choose 1 for the Board. This becomes a Government board. There 
should | ! o question about the place of Gove iment corporations, and 
Government auditors and examiners under such a board any more 
than : oard chosen from informal nominatio s submitted by private 


STOUDS SUCH AS labor. } anks. industrial. politi al or any other. to anv 


Feder | office. From obs ery vati n I should say there would be less 
estilo} ibout the Inteor It\ and eee O1 board app ited 
inder such provisions. It would in my opinion protect the President 
fron Ret vend een diott nial 

When the act takes « ffect, the ch inge in the district boards will be 
he dropping of the third district director and the election f a 
Secona re tor by the farm loan association. In ill d triets a second 
director \ be elected by the production edit ociations, making 
» elected and 2 appoints | directors when the ppl ation ot the pro- 
posed law is made to pres nt existing conditions of ownership. The 
( 101 hy ~ heen List |: What about the Grove ment-owned Ie rm 
Mortgage Corporation, production credit corporation, mntermediate 


eredit t ink. and partially owned banks for cooperatives in the dis- 
trict when elected directors are in the majority 
In the first place, the district banks and their officers all of them 
must operate under the supervision of the Federal Board which, as 
stated above, is a Government Board. In the second place the district 
dire etors It effect are man wing trustees of th e pre perty and functions 
of the corporations and are sub ject to all the laws authorizing the 
activity. In the third place » Federal Board is directed to recom 
a to Congress within a year on the aniline of the Government- 
wned and mixed-ownership corporation whether they should become 
hese owned and farmer-operated, if possible, or otherwise handled. 
The bill provides for a franchise tax on earnings of any bank 

corporation having Government capital of 25 percent of net t earnings 
above operating expense, ca pital restoration, and creation of reserves 
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‘T vou, Mr. Chairman. 
MAN. J next wit is Frank Wos represent 


ANK WOOLLEY. AMERICAN FARM BUREAU 


FEDERATION 
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~~ 
171. 73d Cong cs rep { don the bill n part s follows 
‘ eG nm f rs to finance their production 
es of « reel tisanu tisfactory system of provid- 
| it, for it is too expensive, it cannot be sufficiently flexible 
ds and for other reasons is not a satisfactory method of fur 
I t The other poli of permitting such lending to be done 
cies has been equally unsuccessful. 
s I is to provide the stimulus in the form of Government 
rvision to the estab nt ¢ institutions in which farmers 
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are participants and owners and through which necessary credit may be pro- 
vided on a safe business basis and at reasonable cost 

The Government funds authorized in that act supplied a very large 
portion of the capital to provide that stimulus. It was only to be 
expected that with the large government capital there would be a 
large measure of government control, and there was. The Governor 
of the Farm Credit Administration and the Commissioners are ap- 
pointed by the President and confirmed by the Senate. Four of the 
seven members of each district board are appointed by the Governor. 

Since 1933 remarkable progress has been made. The “. .. local 
institutions in which farmers are participants and owners” have been 
established as Congress intended. Every agricultural county in the 
United States is served by a National farm loan and a production 
credit association. There are 1,164 NFLA’s and 498 PCA’s, in addi- 
tion to the services of 13 banks for cooperatives and 12 intermediate 
credit banks. These farm credit institutions are strong, sound and 
proved. In contrast to 1933, when the capital of these institutions 
was largely Government owned, the Federal land bank system, by far 
the largest of the credit units today, is wholly cooperative member 
owned. Ninety-three percent of the total capital of production credit 
associations is owned by members and over half the number of asso- 
clations are wholly owned by members. Despite the great increase 
in co-op member ownership of the system, the government control and 
supervision remains about as it was in 1933. 

We believe H. R. 4353 would give owner-members control in pro- 
portion to their ownership of the system in such a way as to assure 
protection of the public interest for the remaining Government capital 
in the system and continuing confidence of publie investors in the 
bonds and debentures. We believe the proposed expression of con- 
eressional policy set forth in the bill— 


to encourage and facilitate increased borrower participation in the manage 
ment, control and ultimate ownership of the permanent system of agricultural 


credit 
and instructions to the new board 
to make recommendations to the Congress of means, supplet ntal to those of 
this act 
within 1 year are all logical steps consistent with the intent of the 
original act, the progress during the last 20 vears, and with sound 
principles of cooperation. 
We believe that FCA should be in the United States Department 
of Agriculture. We believe that the bill’s provision for a part- 
me policy board composed of persons appointed by the President, 
bv and with the icy ce anal consent of the Senate from a list of 
nomines elected by borrowers, is col sistent with COOP rative prin- 


le and till prot the public and Investor interests. There are 
“EVE ral Spec ific prov sions ot the bill on whi h we wish to comment. 


Che farm eredit units make loans on a safe business basis along the 


lines of the original intent of the Congress. Under such a business 
basis it is perfectly sound that the cooperative credit units pay a 
harge for the Government money they use. H. R. 4555 makes the 
charge for Government me ‘the forn of a franehise tax. This 


hy e tax would not affect the Federal land banks at present, 
since there is no Government capital in them. Therefore the tax 
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would apply only in the case that more voverhment capital were 
to be invested in the land banks. Production credit corporations 
and the banks for cooperatives would be required to pay the fran 
chise tax only out of the earnings over and above the amount of 


earnings required to maintain a 25 percent surplus after taking care 


of operating expenses, impairments and losses. We believe the fran- 
chise taxes provided are reasonable and businesslike and that the 
provision for payment of such equitable taxes strengthens the public 
relations of farmers’ cooperatives. Farmers’ cooperatives’ best in- 
terests he in volunta ily fitt Ing themselves into the free choice system 


without demanding undue favoritism. Unjustified favors to coop 
eratives will result in destructive action against them. Reasonable 
pre vision for payment ot compensation by cooperatives for rovern 
ment capital used by them will help to avoid this danger. 


During the earlier hearings before this committee on the adequacy 
of farm credit, it was brought out that many production credit as- 


sociations are approaching their legal limit in making loans. Sec 


tion 16 of H. R. 4353 authorizing the issuance of class C stock would 
be a partial solution of the problem and yet wholly consistent with 
the aims of the bill. Class C stock, needed to increase association 
capital and thereby lending authority, could be sold to production 
credit corporations and to investors. This would make it possible 
to increase PCA capital, without use of Government funds. We 
favor this principle. We believe that passage of H. R. 4353 would 
accomplish many desirable objectives and give direction to the future 
growth of the farm credit system in a way which will serve farmers 
and the public interest admirably well. The principles included in 
this bill are those which have been held widely by members of the 
American Farm Bureau Federation for many years. We urge enact- 
ment of H. R. 4353. 

In addition, Mr. Chairman, it seems to me that it is important to 
note that this is the first concrete step towards decentralization and 
coordination of the activities of the Federal Government. I think 
that it would be most unfortunate if this first effort towards genuine 
decentralization and genuine control on the part of local people were 
not ¢ ¢ ed into law. 

I would like, with the permissiol of the Chair, to have inserted 
in the record at this point the resolutions of the American Farm 
Bureau Fe le ‘ation passed In Seattle. Wash., on December ih. 1952, 
with respect to the question of decentralization and coordination be 
cause I think this farm credit proposal is a piece of that broad pat 
tern. I can hand this to the clerk if it is satisfactory with the 
chairman for us to insert that. 

The Crarrman. You have indicated in the document what it is! 

Mr. Woouuey. Yes, I will indicate in the document what it is. 

The Cratrman. Without objection that will be made a part of 
your statement. 

(The portion of the document indicated is as follows :) 


DECENTRALIZATION AND COORDINATION 


We have long resisted the trend toward concentration and centralization of 
power in the Federal Government. Through resolutions, representations to 
Congress and consultation with other groups, we have expressed our viewpoint 
on means to retain individual freedoms. Now we urge immediate action to im 
plement our policies 
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Because of the complexities and urgency of formulating a detailed adminis 
trative and le 
that the American Farm Bi 
develop a specific plan after consultation with other interested groups in order 
that the plan can be put into effect as soon as possible. As a guide, we urg 
that any pattern of reorganization worked out be consistent with the following 
principles and philosophy 

Every program should be examined to ascertain if it is actually needed; and 
if so, whether it can be reduced, combined, or decentralized and to what extent 
it needs coordination with other programs to avoid overlapping, duplication, 
and inefficiency. 








gislative program to reorganize the Government, we recommend 
ireau Federation Board of Directors be empowered to 





CRITERIA FOR DECENTRALIZATION 


The criteria used for considering decentralization and coordination of needed 
programs should be as follows: All doubts concernit he solution of any prob 
lem should be resolved in favor of solving such problem her by the individual 
or the unit of government closest to the individua Che following tests should 


be made 
(1) Should the responsibility for the solution rest with the individual? 
(2) If not, should cooperatives or other 
to assume responsibility for solving the pro 
(3) If not, should the solution of f 
} 


units of government such as townships, irrigation districts or school districts? 


rivate organizations be encouraged 


be the responsibility of loca 





4) If not, should the solution of the problem be left up to counties, groups of 


counties or State governi nt units? 


4 PROGRAM FOR DECENTRALIZATION 


If none of these approaches is practical, then consideration should b iven 
to encouraging and assisting States to assume res} bility for a program 
Without any Federal assistance, with only advisory or educational assistance, 





or on a grant-in-aid basis (with or without contributions being made by the loca 
groups) to insure real local interest and control. 

If the problem cannot be dealt with by a single State, it should be examined 
to determine whether it can be solved on a multi-State basis through conieren 
or interstate compact, 


Interstate compacts would require that the States inve 





legislation and ratify any agreement before it is put int 
Government's participation in such interstate compacts she 
tial fact finding, efforts to facilitate consideration of pre 


partisan judgment of disputes arising among the parties of the compact 
We oppose the Federal Government's bypassing a State gove 








ticipating in economic programs directly with citizens of a distr 

smaller government unit, 01 individuals within a it In 

Federal assistance is necessary Congress should neither a me 

power nor abdicate its authority to Federal administrators, bu 

clearly defined standards in the law with sufficient clarity to 

executive action Then Congress should further g igair i rit ction 


by providing a clear means for recourse to speedy and adequate judicial relief 
through the courts 

In those instances where a Federal program cannot be fully and effectively 
administered throuzh the States by means of a grant-in-aid, cooperative, Federal- 
State arrangement, the program should be administered by the Federal Govern- 
ment pursuant to standards clearly set forth by act of Congress; and through 
maximum real control by local interests with proper safeguards for the public 
interest, yet without such public interest being used as a subterfuge for political 
purposes, 

On purely national programs use should be made of advisory bodies drawn on 
a representative basis from clearly independent and competent sources which 
are in no way subject to Federal controls. In appropriate circumstances, the 
members of such advisory bodies should be confirmed by the Senate 

Reorganization should be achieved as rapidly as possible, consistent with the 
development of a specific and sound pattern of operation, the enactment of 
necessary Federal legislation and the adoption of needed enabling acts by the 
States. Grant-in-aid programs should provide for a definite terminal date be 
yond which the program will not be made availabie to a State if such State has 
not enacted enabling legislation 











bi FARM CREDIT ACT OF 1953 


he Cuatrman. Are there any questions ? 

Mr. Coorry. I would like to ask Mr. Woolley one question. What 
do you think will be accomplished by the enactment of this bill? 

Mr. Woo.iey. 7 he real accomplishment is that it increases bor- 
rower and farmer participation in the operation of their own credit 
system Asit Is at the pres nt time, the Governor of the arm Credit 
\dministration is appointed by the President and confirmed by the 
Senate. It is a federally controlled agency. Under this system the 
people who are the principal owners of the system, the farmer bor- 
rowers, would have the major control of it. This to me is very funda- 
mental. This was the original intention of the act of 193 Os ‘and this 
is the principle to which the American Farm Bureau Federation is 
dedicated. 

Mr. Cooney. Is that all that is hoped to be achieved by the passage 
: bill 2 
r. Woottry. This is the main and fundamental proposition. 

r. Cootey. What else is involved! Anything else? 

r. Woot.tey. That is the mijor proposition. It will also help 

make it possible to shift from a ic capital to private capital. That 
inother very fundamental principle we endorse. We favor private 

credit wihel ver 1t can pos ibly a done, and vetting Federal money 

out of these operations. 

Mr. Coons Zs What ire the evils in the prese nt set Ip, if any ¢ 

Mr. Wootiey. The thing that is basically wrong with the present 


- =- 


— ee 


setup is that the farmers and participants in the system have increased 
the proportion of owned capital, but their control has not increased 


commensurate with the amount of their owned capital. 
Mr. Cooney. , iavtaltiaces that it is controlled just as 1t is controlled, 
hat are the evils involved ? Is it that you object to the President 
appointing the Governor and having him confirmed by the Senate in 


Mr. Woottey. As I say, basically and fundamentally we want to 
vet away from it being a government operation to the maximum extent 
practi able. Enactment of this bill will move in that direction. 

Mr. Cootry. It would not have been an operation at all but for the 





Government’s activity and the Government’s money. 
MM y\ LLEY Wi LOT’ Wil that 
Mir. ¢ LEY 1/0 VO vo as Tal ;>the gen eman did yesterday and 


advocate a i-man b yard, t of the me mbers eine te d by the Ir arm Loan 


\ir. W oOLLeY. Yes, sure we do. 
Mr. Cootry. A 7-man board, 4 of them selected by the 


Karm Loan 


Mr. Woottey. We advocate the provisions of this bill here which 
finitely p il control in the hands of local people. 


Mr. CooLtey. Of the Farm Loa A elation ¢ It minimizes the 
nportance of the other agencies involved, does it not, such as the 
+7( \ 
Mr. Woont.ey. Our proposal is the one you have before you here. 
if ire talking about putt ng t e NFL As n control, that is not 
i. Our idea is te p the LA’ » PCA’s, and the banks 
ratives, allt ee O1 ee ais coun: 
Mr. Cootey. But you want to give the Farm Loan Association 4 of 
e dil oO do y« ‘not? Two 4 








FARM CREDIT ACT OF 1953 bl 


Mr. Woottry. I was not here yesterday when this new proposal you 
are discussing was made. It is my understanding of that pi oposal 
that it is contrary to the bill that is before the committee now. 

Mr. Coorry. That is right. 

Mr. Woo. LEY. No, we support only the bill here. This was worked 
out by a joint farm credit committee including the Grange, the Ameri- 
can Farm Bureau Federation, and the National Council of Farmer 
Cooperatives, in conjunction with the executive committee of the 
P( .A’s and the NFELA’s. We are all in agreement on this. We have 
no idea of preferring one group over another, but we do want local 
control. 

Mr. Cootry. You want local control: that is all right. I am 
asking you now: Do you have any complaint or any specific incident 
that you could point to indicating any evil in the system as it is now 
opert ated other than the fact that it does not give local control 

Mr. Woottey. It does not give maximum local control. The Farm 

Credit Administration is, in my judgment, being held together now 
under its present organization only by reason of very exceptionally 
skillful management ‘without which Farm Credit would probably fall 
apart. 

Mr. Poacr. Mr. Woolley, about this matter of the franchise tax. 
I am in full accord with the idea that financial institutions that are 
using Government money should pay for the use of that Government 
money. I cannot say that I have any objection to the franchise tax, 
but I have wondered if it might not show the situation a little more 
plainly and therefore be a little better from the standp int of public 
relations if the banks for cooperatives, the intermediate credit banks, 
and the production credit corporations, the others that have Govern- 
ment capital in them, were required to pay to the Government the 
foing rate ot Government interest on the money that the Government 
has in those ae is rather than calling it a franchise tax? 

Mr. Woottey. I do not think that would work right now. If you 
were to try to institute that tomorrow, it would not worl 


Mr. Poace. I certainly agree that we ought to try to get on a 


basis where these institutions will pay for the Government capital 
they use. The only question I am trving to ralse 1s that there will 
be some public feeing. If you establish this frag hise tax, there will 
be people who will still say—a great many of them will still say— 
that those institutions are not paying any nterest on the money 
they have from the Government. And then they come along and say, 


“Oh, but we pay this tax,’ I am afraid they will be met with the 
answer, “Yes, you pay the tax, but you owe the tax. What about 
paying the interest on the money you got from the Government 2” 

It just strikes me that may be we would make a better case if we 
just laid it on the line and said, “We are paying for the money we 
have got,” rather than saying, “We are paying a tax.” When you pay 
a tax, you ordinarily do not imply you are paying for money you 
received: you do not imply you are paying interest. You imply simply 
you are meeting an obligation that e verybody owes to the Government. 
” Mr. Woottey. This device moves in the direction of which you are 
speaking. 

Mr. Poacr. I know it does, but I fear that the public is not going to 
recognize that fact. 

33544 53 -—— 
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Mr. Woottey. And the whole concept of the farm credit system is 
that it would be an evolution away from Government capital to pri 
vate capital, and it started out with its being basically a subsidized 
operation from the beginning. Now it has been moving away from 
that subsidy. This Is another step and device to move further away 
from the subsidy and arrive at the point that you are seeking. But 
if you try to jump from where we are today to the full payment of 
interest on all Government capital that is in the system, you just 
cannot make that jump. That is just the size of it. 

This device is a means of moving toward what you have in mind 


}] 


md having it stand on its own feet. 
Mr. Coonry. May I Interrupt just a moment é In other words, 
believe you could give up all the subsidies at once ? 
Mr. Woottey. Not with the way you have the setup. The banks 
for cooperatives is the part of the system that has the most amount of 
Federal money in it at the present time, and you would have to move 


ay from that gradually. That is what this franchise tax is 


you ao not 


des oned to do 
Mr. ¢ OOLEY. The s hia 1c substance of what you are saying it that 
you « uld not olive up the Government subsidy entirely at this time. 


M WooLbey. You ao | have an) Government subsidy at all with 
respect to the NIFLA’s. bee e there is not any Government money 
in them. You Ol ly have a part al sul ly with respect to the Pi As. 
It is with respect to the banks for cooperatives—— 


Mr. ¢ LEY. What do you mea bv a partial’ It is a substantial 
unount of money. 

Mr. Wooiury. 93 percent of the PC.A capital is owned by members, 
as | understand it 

Mr. Coorgey. The remainder 1s financed by the (vovernment: 1s it 
not ¢ 

Mr. Woottey. That is exactly right. 

Mr. Coontry. You \dnnt you cal t vive that un. 

Mr. Woottey. This is designed specifically to fit into the particular 
situation that obtains with respect to a particular segment of the 


Vir. COOLEY. Now, with part cular reference to any seoment of the 
ystem that involves a subsidy, you are not advocating giving it up 
now, are you ¢ 

Mr. Woottry. We are not advocating breaking down the present 

tem. We are advocating an evolution on a reasonable basis. 

Mr. Cootey. You are going to evolute yourself away from the 
ibsidy, but you cannot give it up now without disrupting the svstem, 
Cuil you? 

Mr. Woottey. In substance that is what it amounts to. 

Mr. Cootey. Then I want to follow that by saying, why is it that 
. and other farm leaders are going around the country denouncing 
subsidies to farmers, and do not want anv subsidies for farmers or 
handouts to farmers, but here is a case in which you sav you cannot 
vet along without subsidies ? oan 

Mr. Wootury. I do not know whereof you speak with respect to the 
subsidy. If you are speaking of the position the Ameri- 
can Farm Bureau Federation- 
king about the farm leaders who are denounc- 
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Mr. Wootrey. The American Farm Bureau Federation’s position 
is that it is not opposed to subsidy— 

Mr. Cootey. That what? 

Mr. Woouitrey. The American Farm Bureau Federation is not op- 


sed to subsidv. The American Farm Bureau Federation favors 
subsidy. The American Farm Bureau Federation favors 1t on a 
reason ble basis You see, our position is one ol balance. 


Mr. Cootey. You did not favor the ACP payments to farmers. 
Mr. Woo.Ley. We favor A e payments. We just do not favor 
ACP payn ents to be paid for aoe? those things which the farmer 
would do himself. regardless of whether or not the funds were made 
available. 

Mr. Cootry. And you favor parity support prices, but you do not 
favor the 90 percent. You favor a slidn o ceale. 

Mr. Wooittey. We favor maintaining our present economic system 
whi 1) lets pr ce function. We are opposed to price fixing, 

Mr. Coonry And let the farmer down. 

Mr. Woottry. No, it does not let the farmer down. 

Mr. Cootry. When you lower the subsidy — 

Mr. Woottey. If you follow the rigid high price supports and you 
follow it to its final conclusion, the farmers will really be let down. 
They \ il] he destroyed by those pe ople W ho are promising them some 
thing that eannot be delivered. 

Mr. Cooitry. The producers of basic agricultural commodities have 
not been let down on the 90 percent support. You are not even in 
favor of that now, are you? 

Mr. Woontey. | think if you would go into wheat country you 
would find that there is a little apprehension today about the supply 
of wheat that there is on hand in the country. 

Mr ( COOLEY. The wheat coul try Is repre sé ntecd on this committee. 
Mr. Wootiey. I know it is represented on this committee. 

Mr. Cootry. And in the Coneress. 

Mr. Woouiry. That is right. 

Mr. Cooitry. I do net want to get too far off the track, but I do 


eet sick and tired of hearing farm leaders denouncing agricultural 
subsidies and then you come here now, when we are talking about the 
credit system serving agriculture, and admit publicly you cannot 


withdraw the subsidy v thout disr pti Yr the system. 


Mr. Woottey. Your m: jor premise is wrong. We are not opposed 
to subsidies. We are not Oppose i to ACP. We are hot oppo el to 
price supports and those people who try to make that case know full 
well that that is not If yon would bother to read the 
pmerican Farm Bureau Federation or our test 
l 


resolutiol s of the 


1 


mony. vo will fin that we hs ve peen the lenders t]} rouchout the 


vears for a subsidy that really equalizes things as far as agricuiture is 


. . ) 
concerned, But we do not want those subs iclies to be used to destroy 


our economic system, This is an entirely different position than say 
Ing we are opposed to subsidies, . 

Mr. Coonry. And in the last 2 or 3 vears the farm burean has taken 
the lead in trying to beat down appropriations to agriculture, have 
they not ¢ 

Mr. Wootnry. That is absolutely: untrue. The American Farm 
Bureau Federation has said this, that we believe that when you have 








deficit I il hnancing, you take 1 1 iway tTrom the farmer in 
f inflation than you do by the subsidies that you give him; 

d ( uu give him $1 throug : ubsidyv and use that device to 
take Ss] iway from him in inflation, it is a very, very poe r bargain. 
Mr. Y \ t. take vo n sta ( ind carry it to its 


onclusion, and that means yo ate withdrawing all 
Mr. Wooitey. That does not mean that at all. But we have been 


Mr. ( LEY. Oh. ves. evervbod for a balanced budget, lower 


taxes, agalnst ha tail those thilv’s. 

Mr. Woouttey. The per capita vestment i rriculture is the 
highest of any industry. It is over $14,000 per man, and the average 
in industry in the countrv is about $7.090. Now whenever you have 
nflat on gnawlhe away. hye re what is roing oO} In agricuiture, 
Costs are getting away from them. Their prices are hanging like 
{ =. b if t} elr costs are Poll oy }ike this AY | those ] C0] le Who ilways 


cdiveri people's ittention to the question of price to the ex lusion of 
cost are not taking into account the whole picture by any meat 


Mr. Coo_LeEY. You know full wel] that p rity is related to price. 


Mr. Voottey. Of course I know that parity is related to price, but 
I also know that what the farmer is interested in is price multiplied 
times volume in relationship to h costs. He wants to know what net 


he has when he vets through. and he is interested in the exchange 


value of those dollars that he ha n relation ship to wh it he uys 
Mr. Coorey. And that is exactly the concept of parity, and you know 
full well that is true, and 


a. Wontar. No. 


d vou have amendments t the parity concept. 
You and I understand the parity proposition, 
} } . ‘ 7 


but we o understand this, that whenever you run costs out through 


the root and vou do not work on the ec { le of the thing and you 
are not w rk he ol the market to maintall vol lie all vou are doing 
nduleing in the most unsound economics you can possibly indulge in. 
Mr. Cootry. When the cost of things that the farmer buys goes up, 
parity IpDDp ito go 1? | h ot so? 
Vir. Woo.uey. Ye . but Ct Got ip tfarthe rand faster and t} e record 


bundantly clear that this is true. 

Mr. Cootry. Then there is something wrong about it. 

Mr. Wootiry. No, there is not anything wrong. It is simply the 
proposition that you are not producing for market needs but for price. 

Mr. Cootry. Why is it you think the farmers favor so strongly the 
90-percent support as against the flexible support ¢ ; 

Mr. Woo..Ley. Farmers basically do not favor it so stro © as against 
the other. 

Mr. Coorzry. But Congress does; you know that. 

Mr. Woottey. I think what you find is that in certain areas there 
are people who favor 90 percent rigid price supports in relationship 
to flexible price supports, and you know full well the position that 
the Americal Farm Bureau Federation has on that. We think it is 
all right with the tobacco boys if the tobacco boys want it; but we 
do not think it ought to be foisted on other people if they do not 
want it. 

Mr. ANpDRESEN. I did not want to make a speech, and I wanted to 
stick by the subject, but I could devote about 25 minutes’ time talking 
about tobacco and the dairy business, but I do want to compliment the 
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farm bureau for the way they have taken care of tobacco and their 
position with reference to tobacco. That is h ably commendable, 
I do not think the gentlemen from North Carolina should have any 
complaint about how the farm bureau has gone along favoring tobacco 
as against da ry prod ets and da ry } 

I will not go into detail about it, because the gentleman who is 


roducers in this country. 


testifying knows all about it. He has been a part of it when he was 
in the Government and also since his association with the American 
farm bureau. I just wish that he and the farm bureau on the national 


scale would show the same considered opinion for the hie 


gest part of 

Am¢ rican ag ‘ulti ‘e—- -thed ur) mMnaustry. That is all, 
Wooutitey. Mr. Andr just in comment in connection with 
that, I am sure that if Socrates were here today looking for this 
11 a lnal Who had all the answers, he would not place his finger on 


anybody in this particular room. 

Mr. Anpresen, In answer to that, of course that is not very much 
of an answer to my statement. It is evasive. We will not go into that 
because I think we ought to stick to the subject before us. This com- 
mittee has largely worked on a nonpolitical basis. That is the way 
it should be. But I do protest again and again the lack of interest 
that your leadership in your organization has shown for the dairy 
industry of this country. 

Mr. Woor LEY. Of course I would be foolish to sit here and not put 
anything in the record with respect to that. We have 1.500.000 farm 
families in the American Farm Bureau Federation: and of that 
membership, I am sure that there must be in the neighborhood of 
400,000 or 500.000 who are dairy farmers. Rather than our member- 
ship decreasing, it is increasing. It is increasing also in dairy areas 
That fact alone indicates to me it seems the farmers voluntarily— 
without any coercion on the part of the Government, without any 
coercion on the part of anyone—join this organization to try to do for 
themselves in unison what they cannot do individually. 

‘T he farmers of America i In my ‘iio are very broadminded people 
who are capable of looking at the debits and credits in this whole 
proposition and recognize that the interests of the dairy farmer and 
the interests of other farmers are all tied up together. 

Mr. ANpresen. You are getting me more confused in answer to my 
statement. 

Mr. Wootiry. You are aware of the fact that being in favor of 
exports is being in favor of the dairy farmer. I am sure you recognize 
that. 

Mr. Anpresen. That is something new to me, because you want 
more imports of dairy products to come into this country when we 
have a 90 percent support program; when the event is sitting 
here with abont 180 million pounds of butter, over 100 million pounds 
of cheese, and better than 100 million pounds of powdered milk, and 
the market price is down to the support price. You indicate that it 
would be better to bring in more dairy products and depress the price 
and cost the Government and the taxpayers more money. 

Mr. Wootrry. Very briefly, Mr. Andresen, that is not our position 
and I think that the record is clear that the American Farm Bureau 
Federation is heartily in favor of section 22 of the Agricultural Ad- 
justment Act of 1938, as amended, which provides that whenever the 
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imports of a commodity will impair the operation of a price support 
shall be had: and if that is found to be a fact, 


program, a hearing . 
oo hall ip an embargo with respect to the importation of that 
part ‘ular commodity. 

[r. AnpRESEN. Is that vour understanding of section 22, that there 


ill be an embargo 4 
, } 1 } } ae rlaar 
Mr W oOLLEY. And I also know that the record is avu dantly cereal 


that the American Farm Bureau Federation feels if 20 percent of the 


creage 1s taken out of cotton, for eXal] le, whi I) vould be some 5 
million acres: 1f 20 percent 1s 1 iken out of wheat, that would prob 
yy be another 15 million acres; if 20 percent is taken out of corn, 
ould be another 16 n Ol cres: ind that if about 35 or 40 
' of « De al looking for some pla e TO vo other than to 
export, the competition that will come from those farmers here in 
Aime) o the dairv farmers 1] be so ereat that the few thousand 
oO few million | unds of snec Itv cheese that come in here will 
0 like a drop in the bucket compared to domestic competition. 

Mr \NDRESEN. You made a st ement that section 2v provides for 

eCMHvoAaArLO 

Mi W oOLLEY I provides for the ry tf nt of t] e Ui ted States 
to refer to the Tariff Commission—I think it was amended: it now 

he Secretary of Agriculture to the Tariff Commission; the 
Tariff Commission makes a finding: it goes t the President: the 
Pre dent can then make an en bargo "\ th respect to 1t on the basis 
of the find ngs by the Tariff Commission. 

Mr. ANprresen. You probably have not read section 22, or you prob- 
iblyv read it efore vou came to the Government: I am not certain. 
But section 22 provides for a 50 percent base which the President 
( ne ro bel Do vou wa that changed in section 22? 

M Wo LLEY B illy we ft k i Ze il] l rht the way 

M \ ESEN. Then \ e not ivor of ( reo on butter 

tvpes of chee 

Mr. Woottey. We ar favo e opt ( ni oe 

M \ RESI I think ought to study sect 22 to see what 

M (rRANT. M ( wrn i! i vbodyv ] ( if ve ire 

toda 

M \NDREsI iS Cry to find tha t myself I will not 
lke other 19 minute hat were ed a tle while ago. In fact, 
| ted out t to make a statement 

M Kx NG, Iv. Chairman. | woul ] Ce TO CC Dpiiment Mr. Woolley 
tor } statement and sav that Ta one menmbvel of th committee agree 
with his general thesis as to what constitutes ound relationship 
bet we the Government and AGTIC Iture 

The CHairman. If there are no further questions. we thank vou 


verv much, Mr. Woolley, for your apprearance before the committee. 

Before the next witness is called, the Chai would like to take this 
occasion To announce that the committee will have an executive Ses 

on tomorrow morning to meet with the chairman and the ranking 
minority member of the Committee and Subcomittee on Acricultural 
\ppropriations of the House to discuss the provisions of the agricul- 
tural appropriation bill which will be before the House next week. 
At this time the Chair is not able to say whether that meeting will be 
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at 9:30 or 10 o'clock. It will be at 10 unless the House meets at that 
time. You will all be rotified of the exact time later on, but the Chair 
did want to take this occasion to announce the hear ng and urge 
that all members attend that meeting because J] think it will be an 
HWnportant meetlhg mad one n whieh all the members will be 


nterested, 

The next witness is Mr. John Baker, legislative representative of 
the farmers union. The Chair does not see Mr. Baker. We will pass 
over his name emporarily, and « on Mr. E Wate Carlinville, 


id. represt nting the St. Lou “ ancl Loul ville Federal Land Banks. 
STATEMENT OF ENOS WATERS, REPRESENTING THE ST. LOUIS 
AND LOUISVILLE FEDERAL LAND BANKS 

Mr. Warers. Mr. Chairman, I am here at the specific request of 


The N FLA ana PC A associations from 11h Nols 
fhe CHAIRMAN We are olac to hear rom Vou, Mr. Waters. 


Mr. Warers. My name is Enos Waters. Lama farmer in Macoupin 
County. Ill. at dl have been interested ] farm loan work and I \ 
work <i) e about 1925. ] helped 1O reorganize the N FLA associations 
n our county which were completely defunct in 1933, and also the 
production redit association. LT was one of the orien | hncorporators 

organizers of that association in 1933. Since 1946 [ have been 
Ot ( the eleeted director of the NFL.A’s nm Oul listrict of the 
farm credit board of St. Louis. 

The CuatrmMan. Mr. Waters, the acoustics in this room are not 
very good, Will you speak just a little bit louder. 

Mr. Warers. It is our feeling that the bill which is under consid 
eration will help us to make further progress farmer ownership. 
We need to go back a minute and see the conditions in 1933 when the 
land bank was practically broken down Vr} termediate eredit 
bank. while it had been in existe e for 2 matter of 10 “ars, really 
nad tess outstan ling volume that t had « pital ll ta { t 1 me. 
and the production credit associations and the banks fon cooperatives 
were bran lnew. The organization as it was set up at that time was a 


matter of buildin oe, We had an organiz ition set up pr marily for the 
purpose of organizing and establihn cr something that did not exist. 

\s I said a minute ago, | helped to organize the pro luction credit 
association at Carlinville. I became a 20 percent stockholder on 85 
of stock that I bought, and had to borrow the $5. I became a director 
and the first secretary and served as secretary of that association for 
the first vear at $20 a month, and furnished my own stenographer 
and bookkeeper. ‘Today that organization has $500,000 of capital 
owned by its members, with no Government capital in it. The farm 
loan associations of my territory were all bankrupt and unable to make 
loans. We established a new association and eventually absorbed 
the old associations. and we now have an oreanization there with 
more than 100 percent reserves behind its capital. 

Under these conditions, nationally the PCA’s have $175 million of 
farmer-owned capital as against a very small amount of Government 
owned capital. We have hundreds of farmers who have had experi- 
ence in the handling of loans and in the management of their associa- 
tions. So the type of supervision that is required today is entirely 
different from what was required under those conditions. 
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Furthermore, unfortunately the law of 1933 which set up the cor- 
poration ind the banks ior cooperatives and more or less incorporated 


th intermediate credit bank into the system made no provision 
whereby the farmers could become owners and there 1s no provision 
nt e lav today whereby the farmers ould ibsorb or take over the in- 
te! liate credit bank: and the provis s that we have in the banks 
ior cooperatives make it imp le for the cooperative organizations 
{ e ovel ib institution 

If there were such a provision in the law, we would long since 

ive made a lot of progress. some oT the dist iets | think could 
have completed this thing that Mr. Cooley was talking about, of 
getting « rely awav from subs dy. ‘Those things ordinarily take 
time. We feel that this bill which we have before us will streamline 


this organization, taking into account the new conditions under which 
we are operating, and make it po ble to devise a plan by which the 
users of this system may complete the job that we have started. 

Phe Cuatrman. Mr. Waters, would you suspend for just a moment 
until the Chair ean make an announcement? The bells which have 
just rung are for a quorum call over in the House. Probably most of 
the members will want to answer that quorum call. However, the 
committee has permission to sit during the session ot the House this 
morning, and we will continue our session. I am making that state- 
ment for the benefit of the committ: SO they will understand the 
hearing will continue, and I hope the members will all return after 
the 1) ive answered the quorum ( ill. Now you may proceed, 

Mr. Warers. I have fairly well completed my statement. It is 


merely t¢ the effect that we feel the time has come now when it will 


) 
be po sible for us to make another big step forward in the acquisition 
and management of this thing as owners of the system. Unless there 
are some questions, that is about all I have to conti bute. 

The CHarrMANn. We thank you very much, Mr. Waters, for your 
statement. As I get your views, you are in favor, as soon as it can 


be done, of the organizations tak ng ovel the control and the owner- 
ship « f the stock and the retirement of Government capital in all these 
organizations; and you think this would be a step in that direction. 

Mr. Warers. That is correct. We have made several efforts to de- 
vise some sort of a plan where that micht be done as iong ago as 1945 
or 1946. We ran into roadblocks of all kinds because of the type of 
organization that we have. We fee] that we nearly need this basic 
legislation before we really car develop a program whereby, if the 
Government is voiIng to get md of a quarter of a billion dollars of 
investment, somebody has LOL to take it over and we have got to have 
some pl wee to start. Up to now we have had ho basie legislation on 
which to build that kind of a plan. 

The CHatrMan. You know, I am sure, that in the 80th Congress the 
House did pass a bill which would have set up a plan; but it was not 
acted on in the Senate and there has been nothing done since that time. 

Mr. WaATERs. I think the very essence of this bill charges the pro- 
posed national board with the responsibility of developing a program 
and legislation which will make it possible to do the thing that we are 
all so anxious to do. 

The Cuarrman. I think that is a very logical and a very strong 
argument for the bill. We thank you very much, Mr. Waters. for 
your statement. The next witness on our list is Mr. J. A. Carnes of 
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Duncan, Okla., representing the farm credit. board, Wichita Federal 
Land Bank. I realize that Mr. Carnes is not going to have very many 
members of the committee present, but he can make his statement at 
this time. 

I am wondering if it would suit Mr. Carnes and the witnesses who 
follow him if we would suspend for just a little while and then recon 
vene in perhaps 10 or 15 minutes? I do not know how many members 
we will have back at that time, but we cannot have any fewer than we 
have at this time. 

Mr. Carnes. Yes, sir, Mr. Chairman, I am happy to yield to that 
suggestion. 

The CuarrmMan. If that is agreeable to all the witnesses, we will do 
that. Butif a witness feels he has to get away, we will be glad to hear 
him at this time. I will answer the rolleall and Mr. Andresen will 
stay, and perhaps other members of the committee will return. Un 
less there 1s someone who has to get away and wants to go on at this 
time, we will recess for 15 minutes and the committee will reconvene at 
the end of that time. 

(Thereupon, at 11:15 a. m., a brief recess was taken. ) 

(The committee resumed at 11:40 a. m.) 

The Cuatrman. The committee will come to order. At the time 
the committee recessed we were about to hear from Mr. J. A. Carnes of 
Duncan, Okla. We will be glad to hear from you at this time, Mr. 
Carnes. 


STATEMENT OF J. A. CARNES, FARM CREDIT BOARD OF WICHITA 


Mr. Carnes. Mr. Chairman and members of the committee: I do 
not have a written statement. I will make just a aa oral statements. 

The CnatrrmMan. We will be glad to have you proceed in your own 
way. 

Mr. Carnes. Thank you, sir. It seems to be the custom for us to 
tell who we are and what we do. My home is Duncan, Okla. I have 
been there 44 years, Mr. Hope. Town a little ranch and have operated 
it for years, have some cattle on it now: have no intention of leaving 
whatsoever. In 1917 I organized in my home town in Stephens 
County, the first national farm loan association that was organized 
in that county and one of the first in that part of the State of Okla 
homa. I remained secretary of that particular association until No- 
vember 1, 1952. I retired of my own free will and accord as sec retary. 
My ne abs is now acting as secretary of that association. 

That particular unit of the Farm C redit Administration, gentlemen, 
has made literally hundreds of loans during good times and bad times. 
I myself borrowed money from the Federal Land Bank of Wichita, 
Kans., through that association, and purchased and paid for my own 
home ranch. I am very thankful for my neighbors and for myself 
individually for the service rendered through that particular 
association. 

In 1934 I help organize, Mr. Hope, the production credit association 
of my home town named after my home town. I served as the first 
president of that production credit association, and in the year 1952 
that particular association had about $2,500,000 of business with the 
farmers and ranchers in and around my home county. That particu- 
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association has returned all of the Government capital to the Gov 
United States. It is 1 of 5 in the State of Oklahoma. 


] want to thank soms ‘body for maki og possible both of these units 


ood State 
elected by 
the Fat 


uously by the 


m Credit 


as well as the units in other States. Mr. Hope, I 
th mints il ora loan associations as a member of 
Board of Wich n 1929. I have been elected con 

National va ae Associations and the PCA’s 


e that date It has been m1 Pri lege to work y ae oe pres! 
t of « rv unit of the Farm Cred t Admuinistrati Wi ichita, 

il el dit 2g our 4 States, sines these units ee 

rough the national farm loan associations dth rough the produc 

m credit a wiations of those 4 States. thousands of eood substan 

| farmers have had a credit home which we think js eood. The 

Credit Board of Wichita. of which I was chairman for a 1 good 
iV years I retired from that of my own free will ind accord: they 

d I did. and I guess I did—sent me here. I am here at their 

juest. 

We have read this bill, H. R. 4353. and there are a number of things, 
Hope. n the bill that we are not very cleay about. re rhit I SAV 
pare nthet ally. It San eas matter =A ouess 10 iS; ] ever did 

te one—to put a bill on paper and make it look very attractive to 
farmers. But then it is another matter to take that thing off of 
iat paper and put it into practial operation and make it work as we 


bo: 


\ itchec 


ink it should work. 
In 192 


‘se the @ 


ird | 


Q wher 
Ay whel 


were unt 


| these 1 


] 
| fil t went o the board of the Wichita District, 
edit units of your State and mine and all over the 
ler the old Farm Loan Board, as we referred to that 


ere Wm Washington VW nen the time came by law that you 


nits into the Department of Agriculture, I as a farmer 


and an owner of the system did not like 1t much We thought that 
the use f ila of our whit ] ont be impaire But we have had a 
( nee ¢ f hie ri long that ie . 

i vy our board feels, and ndividually feel, and these men who 

ve ected m irom year to vear—my\ nelehbor and the owners 
of the svstem—I think most all of us feel that under the Department 
of Agriculture the Farm Credit Administration has done the best job 
that it has ever done We cannot see it otherwise. Long-term ec redit, 
I refer to loa made thro oh the national farm loan associations, has 
served literally thousand of ow eood men. Short-term credit 
thi ) oh the a \ has done likew e and is doing a magnificent job. 
: il = fe r cooperative throug] the iB loans to cooperatives have 
rendered a tremendous service to your State and my State. 

I look with pride, Mr. ie pe, to the elevators the Farm Credit Ad- 
ministration has had a part in financing in our section of the MWnited 
State I am very proud of that, and again right there I want to 
thank somebody, both sides of this group, for what we call the splen- 


did 
We 


syst 
have 


Now 


em that 
>a credit 


| Wort id 


hill which, when 


See 


System. 


we have at the present time and what it has done. 
home for our farmer friends. 

be glad to point out to vou some of the things in this 
we got it just a few days ago, we did not particuls rly 


that they were cone to make an improvement over our present 
The mi 


inner in which this board is to be selected—at the 


Washington level, I mean. The bill provides that the national farm 





' 
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loan associations, of which I have been a secretary for 36 years, I 
should say. will nominate one. The PCA’s will nominate another. 
Then the co ops borrowing from the bank for cooperatives will nom1- 
nite a third man: and the President of the United States selects 1 from 
those 38 nominees. ‘That has been brought out here in this hearing 
very clearly. 

We in the Wichita district think that that is bad. That is going 
to lead those units, Mr. Hope, to strife, dissension, and so forth and 
soon. I think that you or any other good man would heartily agree 
with us that when those three men are nominated, at once it is human 
nature for that es set of units down there to push you boys 
here on sive idles of : House and in the United States Senate also. 
That is ore & to cause oh dissension and division and confusion with 


the units th at we at the present time as a board are charged with 
keeping harmoniously working together 


I want to sav as nice 


ly a I know how to everybody concerned that 
we must have unity with these co Ops if we are to stand. If 

not have unity, Mr. Hope, in our humble opinion we will go down. 
That is one of the things in this bill that w »are not very happy about. 
The next one is this We cannot see the purpose of this 13-man board 
ere ona Wasl mMeton level. They WA be nomi ated, as we men 
oned, but they are appointees of the President of the United States. 
I heard a eentleman from this witness stand here a few minutes ago 
say just the opposite of what was our viewpoint. He said that there 
were Te ren on oul low | boards appo nted by the Govern r of the 


1 
I 
¢ 
( 


Farm Cre Lit Adi Vinistration, and that thi ystem vas under The 
charge of the Government of the United States I believe that is the 
fair way to put it. 

The bill ro% ides that 15 men will be appointed by the oreat Pres 
dent of the United States. Then he said that would not be under the 
Government of the { nited states. ] 1st cannot ser the con istency 

that sort of areument. 

If four men put it under the Governme Ge then w hy do not 13, all 
‘appointed, re; ardless of who the P1 ident 1 eht be, not put it und 


the Government? The next thing about those 13 men that we 
board down at Wichita are not very happy about is no one has tol 
us yet just what that would cost 

Mr. Cootry. May T interrupt vou 1 minute? You mentioned ft] 
fact that under the bill the 13 men would be ippe nted by the Pre 
dent. but they would be appoint d by the President from a l of 
hommees supplied to the P re seins Wo ule | the v not / 

Mr. Carnes. Yes, sir. But the 4 men the gentleman referred to 
here this morning from this cc tel stand, 1 of those 4 men is a nom 
inee by the national farm loan associations; and the gentleman said 
that since the Governor appointed those 4 men, that that put the 
thing wholly under the supervision of the Government. I gather 
that is what he was trying to say. I cannot see the consistency, if 4 
men put it under the Government, then why do 13 men not? 

Mr. Coorry. In the selection of the 13 men, though, the interested 
parties would first select the nominees and supply the list to the Pres 
ident and he makes the selection of the ones best fitted for the job. 

Mr. Carnes. Were you here just a minute ago? I hoped to make 
myself clear about the selection of those 13 men. 
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Mr. Cootry. I do not think I was. I think I was out when you 
made the point, 

Mr. Carnes. I said, Mr. Cooley, or tried to say, that the selection of 
these 13 men is going to lead to confusion with us men of the country 
who own and operate our local units. 

Mr. Cootey. How do you think it should be handled ? 

Mr. Carnes. Mr. Cooley, I did not write this bill. I do not know. 
We are happy with what we already have. 

Mr. Cooury. As it is now? 

Mr. Carnes. Oh, yes. Therefore—I am going to get to that in 
just a few anes —until we are convinced that you are going to give 
us some thing bett« a wou ld like to go home. I sald that somebody 
has to pay these 3 men. 

Mr. Cootey. They ar » pal id on a per diem basis, with li imited rights 
to meet, are they not? They are paid $50 a day for the time they 
actually serve. 

Mr. Carnes Yes, that is right. 

Mr. Cootry. You can tell what the maximum costs would be. 

Mr. Carnes. Mr. Cooley, I am very much from the country, you 
know: and these costs over here at Washington, when I get hold of 
them, they startle me sometimes. It takes some time for it to soak in 
me just what all that cost means. I think, though, this cost will 
be terrific; and I think if you put that back on us boys—I am from 
the country—that you will put that back on our local units that we 

ire very proud of. 

Mr. Cootey. You think you do not need 13 men ? 

Mr. Carnes. We have been getting along pretty well without 13 
men 

Mr. Cootry. Mr. Abernethy pointed out that they would meet not 
to exceed 75 days out of any vear, and they would be paid so0 a day, 
plus expenses. 

Mr. Carnes. Plus expenses: I am inclined to believe, though, that 
the expenses will be a lot more than the $50 a day before you get 
through with it. 

Mr. Cootry. Probably you are right. 

Mr. Carnes. Mr. Cooley, I have no desire for you . any other good 
man—I do not want to be discourteous to : anybody —but do not saddle 
that expense on us. We do not want to pay for it. We do not like 
that phase of this. We think that is definitely where this is going to 
land—on our local units. 

Mr. Cootry. Have you made any determination as to the compara- 
tive costs of the proposed change with the present system, an estimate 
of it? 

Mr. Carnes. No, I do not know that I could answer that. You 
asked me if I could determine the cost of this as compared with the 
cost of the present system ? 

Mr. Cootry. Yes, approximately. 

Mr. Carnes. There is not anythit 1g in the bill, Mr. Cooley, that we 
can read where it savs that you are not going to maintain in the var- 
ious units here in Washington all the present employees, plus these 
13 men. Therefore as we local boys say, why saddle some more ex- 
pense on us? 
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Mr. Coortry. It seems to me that someone could make the calcula 
ations. at least an estimate, to determine how much additional 
would be involved. 

Mr. CARNES No one has told me yet, or our board. We cannot find 
out, Mr. Cooley, there is nothing for us to say. We are satisfied. I 
have a resolution here, Mr. Chairman, that was passed by the Farm 
Credit Board of Wichita, of which lama member. ‘That was passed 
in .J inuary 1955, expressing the pos tion of the board in the Wichita 
district concerning changes of our present setup. This resolution ha 


in it the bill numbers that were introduced mn the last session of the 


ost 


Conegre 3S. \\ hen I was notified just a few days ago to come here, | 
called the chairman of our board, al vood friend of mine, and I asked 
him if I should introduce this resolution. “Yes, with the changed 


numbers.” So I would ask if that is permissible, I would like to sub 
mit mv resolution. 

—m™ * US Sa bes ee rv glad a ‘ ; 

The CHarrMan. Without objection we are very glad to have you 
put that in as a part of your statement. 

(The resolution is as follows:) 





Che fo ed d l I ind a repor i} 1 Directors Hotch} s and Tea 
Larael is [hie ) mitt ip} ad to riti at Vit eg ( y ssSible i ( 
for farm credit legisia n Upon motion by I ( 0 beagarde i sé nded 
by Director Vest he fo ng resolution i 1doepted 

Ol 10 

It the opinion o e Farm Credit Board of W ita it in the 1 oO 
agri there has be I t of lesiglation trom the sta int « avorable 
cum ve re ts comparable o the Farm Cred Act which established the 
present Farm Credit Adtministrat i 

“Federal land banks, which are units in the Farm Credit Administration 
have made cooperative credit available to thousands of farmers, which has « 
tributed to increased production and in cases of distress, saved many homes from 
foreclosure, The accumulated reserves of these institutions are a guarantee for 
future service 

“Production credit associations, in addition to supplying produ 
to individual farmers, are fast attaining the goal of independence throug f 
ownership of their capital by the borrowing membe1 

“Banks for cooperatives have likewise given service to farmers’ cooperatives 
beyond all expectation. In the history of agricultural development, there has 
been ho parauel 

“Whereas, The Farm Credit Board of Wichita has assessed the p ss of the 
Farm Credit Administration and the services rendered, as outlined above tl 
great satisfaction, and is aware of the fact that a move is under way to cha 
the laws governing the Farm Credit Administration, as indicated by the i 
duction 0 the S2d Congress of the Farm Credit Act of 1952—S. 3388S and H. R 
8336—we therefore, after a study of such bills, believe that these bills or sim 
legislation would not improve the Farm Credit Administration or the credit i 
under its supervision. We believe that the Farm Credit Administration must 


be under some Department, rather than an independent part-time board. We 
feel that the Farm Credit Administration and its credit units have be 
supervised in the past in the Department of Agriculture, and therefore are op 
posed to the removal of the Farm Credit Administration from the Department 
Agriculture at this time: be it 


en well 


“Resolved, That a copy of this resolution be mailed to the Governor of the Farm 
Credit Administration, to the other 11 district farm credit boards, to the United 
States Senators and Representatives of the 4 States in the ninth farm credit 
district, to the National Grange, National Farm Bureau, National Farmers Union, 
and the National Council of Farmer Cooperatives.” 
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Mr. Cootry. Could you tell briefly the bst eof the resolution @ 
Mr. Carnes. Yes. sir. I think I ea I said a few minutes ago, when 
ou t here. we are ppv tha S ier the Department 
oT Ag ( We think i t belong if the Depart 
( \o lture at Wa ot ( ot ft \ lerstand the 
1 e | ‘ che ot t 0 ry, please tell 1 
ment het W gion would lersiand. We es 
S 1) ‘ { jeg il ip to this time 
iS eVe De Viven t | \ of great 
Mh ( OL} Do Syou ! ) ropose Ke { 7 arm ( redit 
Ldn ra with ie Dep ment « Agri re’ 
fr. ( RNES. “We f ! e Farm Crea \ I ition must 
{ ic O} 1) part ! Pe] iepelae } int time 
b Yes, sir, ver 
Mir. Cootey. What e e] ¢ 
\ ( nN Leave 
\j OOLEY L, L\ Ca t are ¢ 
Ni ( NI Mr. Coo iong fi Mi Hope, 
| ( ( { iw t to thank you 
| I wat ! e to th 
Neithe ie Dy ( rthe Rep wid | ive worked 
hy f thre vlong@ fine them: t brageme, 
{ { \ t rto do wit 1 God Almighty’s 
’ O09 It eood in ou tt good. Wheat 
( cr M Hope, « L¢ v are tw noney for 
N Mexico. Col Kansan Okla a The wheat 
en oubted]y ib pel ‘op. I think 
{ { 1 | tall inst half of a crop to 
One oO eX} ‘ i { . t have too much money 
{ out of t¢ to get the luxuries 
\" th k we are ¢ led te I} , { uation I do not have 
Oo te \ rood en W l ( fu ) T have vot a couple 
I t Y But it is not good. | 
\ i at was m e ft rh our local wm 5. i rough the system 
t W itaa ear ale ! lf ivo that w as a 50 percent loan, today is 
1 100-percent loan: and we believe in paying our debts 100 percent. 
We cowmen and wheat men do not like to be disturbed by a change in 
our credit setups when \ are facing some pretty tough sledding. 
That not Shakespeare tal ve lamu ng, but you understand what 
[ mc So we would be very happy if you would let me go home, and 
e are very pps ith 1 setup that 1 ereat Congress of the 
United States Ss given to We have 9 a good system and it is 
working fine, and we are serving your neighbors, Mr. Hope, and mine— 


leave 


is alone down there 


happy about the tuation., 

Tl aul you very h, Mr. Carne , for your state 
Anders pre dent of the West Kentucky Na 
sociation, present? Mr. Anderson was on the 

that time. I though perhaps he 


? 


ae : 5 , 
Baker, the legislative repre 


tative of the Farmers Union. 
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STATEMENT OF JOHN BAKER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL FARMERS UNION 
Mr. Baxer. Mr. Chairman and gentlemen of the House Agriculture 


( ommittee, I think you realize we think of this committee as one ot 


the best committees of the Congress Through the years this com 
mittee has been singularly devoted to the bipartisan stu i) and de 
velopment of tar legisiatlo thre terest of far h peopl and the 
enel el fare You have recog L tha <ential fact that farmers 
live inan economy characterized by organized big business and organ 


ed big labor. Consequently, farmers must call upon the Government 


to assist them to acquire a counterbalancine market power that will 


enable them to survive ind to prod cee nbundant 


y and efficiently for 


ii the people, 
I I 


ih coliittee has | the past taken a wise and realistic pos tion 
th respect to farm price support legislation. You have shown a 
side! l concern fol adeg ue te agrici ltural research a d education. 
You have demonstrated a continuous and intelligent understand- 
ne that the general public, as well as farmers, have a stake in good 
oll, timber and water conservation, and a responsibility to pay part 
of the ¢« Ue You have tuke an a ive part ih try ng to help keep ul 
ist one able-bodied man on ich Tam ly farm. You pioneered ie 
federal crop insurance program a nursed it back to health when it 


ck. Your subcommittees have shown a just concern that farm 
opl iuld not be required to bear the full costs of an intelligent 
farm policy. 
Asa represntat ve of the Natio | OF rmer Uy on, I Waht to sav to 
ou that we think you have bes do vO i good job. We have faith that 
yu will continue to do so. You will pardon me, Mr. Chaurman, 


r this excursion into compliments for the committee, but I thought 
un olyt ust is well be te ad publ ‘lv now what we think of vou. 
[t is because we hold this committee in such h oh reg rd that we 


Q earnestly hope Vou \ |] not act with too great his te ol} the pro 
posed legislation that 1s before you today. The National Ia ners 
(nio1 pectfully urges your d Upro il of the p oOposed arm 


l 
t Act of 1953 in its present form. 
I Wot 
nsert I 
ot reac 


ild like at this pomnt in my o1 il statement, Mr. Chairman, to 
-resident James G. Patton’s statement the record. I will 
| that statement, but will content myself vith some remarks 

supplementing it. 

The Cuairman. Without objection the statement by Mr. Patton, 
which the members have before them, will 
lat this point. 
he statement of James G. Patton is as follows:) 


be made a part of the 





We Have FouGcur Here BEror: Let's Don’t Rerreat Nov 


Statement of James G. Patton, president, National Farmers Union, 
before Committee on Agriculture 


National Farmers Union is opposed to this bill in its present form. We be- 


eve the removal of Farm Credit Administration from operational supervision 


y the President and the Secretary of Agriculture to an independent Federal 
Farm Credit Board and the removal from office, by legislation, of the present 
Governor of Farm Credit Administration is not good public administration. 


We oppose the abolishment of certain farm credit offices And we oppose the 








Dp tion of a special excise tft ‘ { ers credit cooperatives as contrary 
f ( nteres 1 sound d 
Ir { nt of this b would, in my opinion, result in weakening rather than 
edit f itie \ al » family-type farmers. The ex 
LiNISte uy r the cooperative farm credit in 
b e } ( \din n, \ e fur from pel 
w from the proy d changes. We 
ee ft d pp ( t | ck ! e yardstick principle 
\ ) Sti \ ) I 
| f ! i potential borrower from the federally sponsored coopera 
‘ ba i | eu Voice in its policy de 
er I \\ ‘ prea ble 1 I ill efore you nt ns the words 
‘ | I ( | SvVSte 
‘ l ( s of the » not so pn ite si n 2 restricts such 
| I Wwe - | t t il pile ect tl 16 
( these ‘ 4 ( i , ee nstitutions over 
II ‘ B ) ¢ ‘ eXere ed the in ratio to the 
f shares ned These roy i I hoth to fundamental 
ve ol I ! he isic publi nterest to maintain 
In creating and developing these ¢ erative farm credit institutions unde 
Federal sponsorship and Federal supervi 1, the Congres so recognized the 
principle that here the general publ n help itself by helping farmers to help 
the elves This came about because the ordinary commercial banking system 
did provide adequate credit to protect the public interest in an increasing 
ind sustained abundance of food ar ber and the promotion of a prosperous 
We ive here an a l by the general public, through the 
Cong! f the | pring tha oO adequated we dapted credit is 
farmer's right, to be protected and promoted by the Federal Government in 
every vy necess to the public inters nvolved. The basie idea is that the 
w d ind ready to meet the credit needs of any farmer. And by so 
doing the system would act to set standards for other banks, insurance companies, 
pr te individuals and her cred S rees as ( as be itself the source of 
I I ed funds for su farmers as cared to use its facilitic 
i ict adequately in this capacity farmers cooperative cr “dit institutions 
should make membership open to all and control over policy should be by mem 
bers t by bor vel ind stockholders The proposed bill would change the 
pre t system in the wrong direction. While we are not at this time urging the 
nzress to make changes in the cooperative farm credit system, we are convinced 
langes are to be made the should be in the direction of broadening of 
he access of farmers generally rather than to set up additional restrictions 
! \ enhance the contro Stor ers over k policies 





If we are to have changes they should be in the direction of the following 
Combine the local national farm loan associations with the local production 


credit associations under one board of directors into a local cooperative farm 


credit association The requirement for stock purchase should be eliminated 
Members! should be available to an rmer, upon payment of a nominal mem 
bership fee Provision to cover loan risks should take the form of a loan risk 


insurance fund financed by premiums paid by borrowers and appropriations made 
by Congress rather than as now of capital reserves accumulated by sale of stock. 
A single membership would give a farme voting rights with respect both to 
production and farm real estate credit and would entitle the member to apply 
for either type of loan 


FARM CREDIT DISTRICT ORGANIZATION 


Provisions of sections 14 and 15, because they move in the direction of greater 
stockholder control over the production and credit corporations, Federal land 
banks and banks for cooperatives and less control by farmers generally and by 
the general public, reduces to practical extinction the characteristic of a public 
institution. The local associations are controlled by stockholders in relation to 
numbers of shares owned. Under the procedure established by sections 14 and 15 
of the bill before control of the district credit institutions would be turned over 
to these stockholders. Taken in conjunction with section 8, which provides for 
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turning over Farm Credit Administration supervisory functions to the district 
institutions, both general public and farmer control of the farm credit system 
would be abrogated to the cooperation of those who own class A, class B, and 


possil 





vy class C stock shares Farmers who did not own stock shares would 
be denied direct participation in voting on Board members and policy determi- 


nations. Such farmers and the general public would, also, be blocked off from 
the normal channels of control through Congress, the President and his Cabine 
officer for Agriculture 

If we must change the existing organizational structure at this time, and we 
ire not urging it, I invite your consideration of the following recommendations 
for improving the setup of the farm credit district institution 

1. Combine the 12 intermediate credit banks into a single agricultural discount 


2. Combine the district production credit corporation with the Federal land 


bank of e district into a single district farm loan bank 

o. Lhe district farm loan bank and the distri bat for cooperatives would 
have, as now, a Single board District ard members would be elected by mer 
bers of the boards of the local cooperative farm credit associations with voting 

determined in ratio to numbers of membé ind by the members of the 
banks for cooperatives, 
FRANCHISE TAX UNWISE AND UNJUSTIFIED 

Sections 10, 11, 12, and 13, would impose on Fede and banks, production 
credit corporations, the Central Bank for Cooperatives and district banks for 
cooperatives respectively a spec al excise t X OL Ly percent relubaining earnings, 
so long as Federal funds are invested in the institution, places a special double 
tax on cooperative earnings 

I realize that under this provision cooperatiy irm eredit institution can 
relieve itself of the franchise tax liability by reduciz he amount of outstanding 
stock held by the Federal Government. However, two points should be carefully 
considered Kirst, payments of franchise taxes will not act to reduce stock 
ownership by the Government, rather they are an added charge of doing business 
Second, it seems most unwise at a time when fal g farm income is placing a 
greater strain on cooperative farm cred acilities to move in the direction of 
reducing the Federal backing to Cover loan risks We certainly should do noth 
ing to weaken these institutions. 

Establishment of a borrower and agreement supplied risk insurance fund, 
rather than increase of class C stock, retirement of Government stocks and 
increased tax penalties, is the wise way to put the cooperative farm credit syste 
into a position to absorb the increased strains that may be placed upon it by 





falling farm incomes the months and years immediately ahead 


FEDERAL FARM CREDIT BOARD 


We are opposed to sections 4, 5, and 6 of the bill which (1) establish an all 


powerful independent Federal Farm Credit Board, (2) terminate, by legislation, 
the appointment of the present Governor of the Farm Credit Administration, 
3) remove Farm Credit Administration from supervision by the Secretary of 
Agriculture and the President of the United States and (4) abrogates control 
over the cooperative farm credit system from farm families generally and the 
general public to a select group of stockholders who elect the panel from which 
appointees to the Board must be nominated by the President and confirmed by 
the Senate. 

There are a very great many objections to these features of the bill some 
I have already covered in earlier parts of this statement. I shall not attempt 
to list all of the others here 

In the first place these sections disregard the great general public interest in 
the conduct of an adequate farm credit system of the entire Nation. The care- 
ful division of powers and responsibilities for the enactment of laws and their 
administration was carefully spelled out in the Constitution. Yet this proposed 
bill seeks to set up a new procedure. Board members would be appointed for 
6 years with no control by the public except through annual reports to the Con- 
gress. The electorate generally would have no means of holding anyone account- 
able for either malfeasance or misfeasance. Farmers who had not purchased 
stock would be in the same position. What this bill would do is to set up a 
cozy little arrangement whereby the few who now own stock shares in the system 
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uld be enabled to maintain continuous and permanent control over the access 
al rmers to adequate adapted far credit except as Congress sh uld move 
nt crease the scope and augment the funds of Farmers’ Home Administration 
The only available re eay 0 the different so s of adverse conditions that 
h e under such a system wou be the repeal by Congress of this bill 
WW lid have rblisthe he f place 
Secol t is my deep conviction that Boards and Commissions are well 
Ve per rn { neti s it are 
‘ ‘ e perfor ext ve d es of the ye sned to the 
I i (re t be | s | 
| é t} he pre nt ¢ ¢ he Farm Cre Adminis 
nh hee re nse han necessary But 1} of no in f 
sfea f M ( ! \ nder ndil 
ed ( it ] to ‘ rea ¢ an polit con 
‘ wil he rea ade i ipp tment for a 
I Subsectior ( l hich cates the tert if ee 
( I m (‘red \dmi r comes 
be of attainer that is proscribed and prohibited by the 
it 
s I 1 remove Far Credit Ad 
! ! f I agel of Federa 
ms ‘ | ede spol I perati I redit is 1 
2 I il ! ad ¢ ~ \ TS I hou be oordinated 
ntezrate ith the other farn redit programs and agencies, suc] 
Farmers’ Home Administratior Farm credit should be associated with 
conservation efforts ith orderly irketing programs, with farm 
f port programs, with farm research and education Yet the bill you 
ve unde eration would ; vy Fan Credit Administration to “ride off” 
one direction and the other farm and farm credit programs to “ride off” in 
‘ 
Fir Ia pposed to these secti s of the bill I have mentioned because 
I understand that the whole idea behind the genesis of those provisions is the 
policies led to initi creation of the Feder land banks, tl ntermediate 
lit bar and the Farmers’ Home Administration ind its predecessor agen 
f It is my personal deep conviction that a time like now when farm 
! i f i uurchasing power xy, when far production costs 
ne edit is rising, when Farmers Home Administration is collecting 
if « t ot existence he the I riner ommittee svstel is Hein liquidated, 
When officials in high places ar I arm disaster price supports—this 
the time when we ought to tur: r cooperative farm credit systems 
V th j t ~ 
Mr. ¢ ! iT n ] t of vea ‘ I e | n the senior among far! r 
L, hi! pr sidit I e seel l i r ¢ ( the ad Th il wmnHcie 
idge on this far credit matte Some of 1 will recall the hearings 
re this same committee on the Wheeler-Jones farm credit bi Some of you, 
I know, are as familiar as I am with the long struggle of American farmers to 
eve emselves e heavy yoke of a hard money policy 
the history of our Nation is filled with the struggle. The national bank at 
Philadelphia was tamed over a century age I need only mention the names of 
Thomas Hart Benton, Abraham Lincoln, Coin Harvey, the Populists, Carter 
Glass, and Benjamin Franklin to remind you of the importance and significance 
uur entire Nation of the elements you must consider in deliberating on this 
I 
Gentlemen, past experience in working with this committee and observation of 
ur decisions on the many matters affecting agriculture gives me a great deal 
h in you I know that you would not intentionally weaken the farmer's 
operative credit system I feel sure that you will not recommend the enactment 


f this bill 


Mr. Baker. We are opposed to the imposition of a franchise tax on 
farmers’ cooperative redit institutions. We feel that the legitimate 
esire to retire Government stock ownership can be more wisely at- 
Lined through the establishment of a credit risk insurance fund, 
ich would also replace the present stock purchase required of 


pDoOrTrowers, 
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We are also opposed to the removal by le 
incumbent of the position of Governor of the Farm Credit Administra 
tion. Mr. Chairman and gentlemen, I believe it is generally recog 


rislation of the present 


nized that the cooperative farm creait inst tutions that we have have 
qgone a generally vood job. Llowever, thre National rarmel { hlon as 
Well as many other groups are not fully satished t t we now have 
he very best possible ysteim, Discussiol ind studies OT ways ol 
mproving that system have been actively underway for at least 14 
years. Many ot you will reeall the hear g n 1940 betore this com 
ittee on the Wheeler-Jones farm credit bill. Many othe groups 
have peen Giving the ibjec Cactive study ever since, 

The National Farmers U1 of th op on that the results of 
these studies and consideratio so far are ll] so controversial and 
nimature that the Col Ole hould not at this time make a major 

lange in the organizational structure of the cooperative farm credit 

Vsteni. One phase Or the s Lie wd one W Ch niay 1 rt vel have 
been mentioned in these hearing ind with your tolerance 1 would 

ke to put nto the re ord Oli QGuotatlons trom that + udy—is this 
one. Inthe fall of 1944 the Governor of the Farm Credit Administra- 
tion conta ted five Lor iltural OHOLISTS, ¢ ich of \ Oli had pent a 
arge part ol I) life sti L\ y and ol ervihg the readlt needs of 
rarmel and the Op ratlo Or Tike clitkerent bari redit hnstitutions 
Che Governor invited t ese hignly competent prot Mal economists 
to serve as an independent resear h committee to study pos ibilities 
for further improvement and strengthening of the system of federally 
sponsored credit services to American agriculture. 

Vhis l an independ tst L\ undertak nh by a group of pre fessional 
agricultural economi familiar with agricultural credit problems, 
Dut not connected th any cre tLagency. The committee cons sted 


of Murray Rh. Benedict. I ersity of California, as chairman; 
ve H. Ah, ¢ lemson College; Carl Brandt, Stanford U1 versity ; 
Glen W. Hedlon, Cornell University; and William G. Murray of 
State ¢ ollec | ley prepared this report attler a year ol fre- 
f 


quent meetings and tensive tuay, and submitted it as a report 


(reors 


Lowa 
representing ubstant il agreement on the analy es and recommenda 
LlOnNS presented, 


The report of this group includes some recommendations that have 


a direct bearing on some of the provisions in this bill which is under 
consideration DY your cohim ttee at this time. Ina previous part 
of my statement I suggested that Government capital in these institu 
tions, as well as tl privately whed stock, should be retired through 
ecumuation of a credit risk insurance fund, and that the institutions 


not be subjected to a special Tranchise tax, [he issue over the fran 


chise tax had not arisen in 1947, and in the perjod 1944 to 1947 when 
these Ore ntlemen 1 ported. But here is what they have to sav with 
respect to the insurance risk fund 


} 


The Committee sugcests, therefore, that control of the local associations and 


of the district banks be vested in memberships of nominal cost and that the 
risk of losses be covered by adequate insurance funds at the local district and 


national level, and not by capital rese! 


Mr. Cootey. Can you answer a question at that point 

Mr. Baker. Mr. Chairman, if the committee has time to bear with 
me until I complete my statement, 1 shall welcome questions if you 
wish,asI goalong. It suits me fine. 


~ 
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Mr. Cootry. How long will it take vou to conclude your statement ! 


Mr. Baker. It is not so very long, Mr. Cooley. I would welcome 
questions if vou would like ' , 

Mr. ¢ OLEY I it Wo ld delay l lulv. s oo ahead w th your tate 
ment lJ | e back to it. . 


I 
r} | ind surplus of the NFLA PCA Feder nd b s, and 
bank ‘ t ed | rol ‘ 0 
bond 1 de ! St s 1 Spe c ASSe edged as ck for 

I ‘ oe I h W ke Seve rea nS 

ul ng m (] lany ca l I een abl ( 
hy ad er ‘ ts ‘ pre ‘ 

i yd I re ! M4 Lins 
ca ( lon s ¢ ! I nd \ Ke new 
l restric If k « ! { used f ripir ‘ 

iM é i ] ( l I nif ‘ q 
da { j i s ‘ ‘ | | ) 

i s n ke with tl f l i ner 

i ibilitic i | 1 I hts. de 
I I d ot! l sters ofte Sti v ‘ reg Ss and cause 
Os ire be nd the risi bi s I trict unit 
in\ ed 

r} proy S modif I I l i cn in hod ‘ 
absorbit sses e as follows: The ting rights of new members of the local 
Farm Credit Associations would be put in th rm of memberships rather than 
owl hip of sto i oOmbined associations, a single membership will entitle 
the holder to apply for « er mortgag ! r product ns, or both. T 
provide the marginil inds n hp hase o ( ind accumu 
lat I [ t n rance funds we i be established, o1 for nd ans 
an ne I¢ produ ( ns 

In the el t of time Mr. Chairmat . untess thers re questions on 
These rance 1 d { will not read any more from the report as to 
what their idea was. The object—and we approve this—is to elimi 
nate the ck purchase by a prospective borrower as a requirement for 
vetting a loai ‘ umber one; and I umber two, use the Same method- —_ 
that is, an extra half a percent interest—to build up and accumulate 
the risk Insurance fund as a method of retiring both the government 
capital and in making the stock purchased by borrowers unnecessary. 


I 

Mr. Cooney. May Task a question, Mr. Chairman ? 

The CuarrMan. Yes. 

Mr. Cootry. | understand, then, you are in favor of returning the 
government capital and likewise the stock funds, and providing in lieu 
thereof an insurance fund ? 

Mr. Baker. That is correct. 

Mr. Cooney. How much is invested in this system by the farmers of 
the country / 

Mr. BAKER. | ao not have t] ose figures ex ictl vy. I « Wn supply those. 

Mr. Coo.ry. The minute vou st irt to return that monev to the farm 
ers, that very minute the system is no longer farmer owned. Is that 
not true ‘/ 

Mr. Baker. I would interpret that farmers woud own the system 
through thie insurance fund. That provides the ownership. 

Mr. Cootry. What insurance fund are you talking about ? 

Mr. Baxer. The insurance fund that would be accumulated through 
an extra half a percent interest. 

Mr. Cootry. In other words, that is something for the future. 

Mr. Baker. Yes, sir. 
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Mr. Coo.rey. If you start on a program now to repay the farmers 
every dollar they have invested in this system, you divest the farmers 
f any interest in the system. . ; 

Mr. Baker. No. sir, their interest would be in their insurance funds, 
n their al lity to have a place where they could obtain a equate credit, 

Mr. Cooitey. Your organization makes a bold statement here and 
advocates a drastic change; and yet you tell the committee you have 
no idea how many millions of dollars are involved in the way of farm- 

° el Owning stock , 


Mr. Baker. My statement, Mr. Cooley, was that I do not have 
those figures with me at the moment. I can supply those for the record. 
Mr. CooLtry. Can you even estimate ¢ 
, Mr. Baker. I would prefer not to name a specific figure. 


Mr. Coorey. If you are going to return the Government capital 
and you are going to return the farmers’ capital, how are you going 
to finance this great system ¢ 

Mr. Baker. I would presume, Mr. Cooley, it would take a long 
number of years for transition from the present method to the proposed 
method. 

Mr. Coo.try. In other words, the only way the farmers could ever 
actually own the system would be to accumulate enough in the insur- 
ance fund to finance the system. 

Mr. Baker. That is correct; yes, sir. 

Mr. Cootry. That would probably involve another 50 years. 

Mr. Baker. I would not want to guess. 

Mr. Cooter. If vou knew how much money was involved, you could 
estimate about the number of years that would be involved. Now you 
sav that instead of requiring them to buy stock, you let them in for a 
nominal fee. 

Mr. Baxer. That is correct. 

Mr. Cootry. That means that every farmer wanting to borrow 
could come in and pay the nominal fee and would be required to do 
nothing further than to make a contribution to the insurance fund. 

Mr. Baker. Membership in the local farm credit association would 
make him eligible to apply for a loan, but not necessarily eligible to 


; receive a loan. 
Mr. Cootry. If he received a loan, he would have his interest rate 
increased by paying an insurance premium. 
Mr. Baker. That is correct: yes, sir 


Mr. Coo.rey. But you can give the committee no estimate as to the 
time element involved / 

Mr. Baker. I would prefer not to; yes, sir. 

Mr. Coo.ry. When, under your proposal, would the farmers ever 
have control of this system? 1960 or 1975, or when? 

Mr. Baker. With the district boards elected as we suggest that they 
be elected, that is. the district boards elected by a vote of the local farm 
credit associations, they would acquire a large measure of control 
immediately upon the adoption. 

Mr. Cootry. Do you believe they should have control without 
ownership ¢ 

Mr. Baxer. In this particular, Mr. Cooley, the ownership is not 
ownership like of a coal mine or a steamship. 


hewn. 








of it and you have nothu 


Mr. Coorry. W!) \ ( If von take all of the Government capital out 


rin ti ere but the farmers’ mo! eV, it is farme! 


vned, It not ¢ 


Mr. Baker. Yes, sir. 
M) Coo.Ley. Just ike a coal mine ora railroad. 


Mr. Baker. The same way if they have the insurance funds in and 
t wo ld be a per lod of transition where the Cay ital structure would 
De part Tar l'~< ned capital stock and part insurance fund. 

Mr. Cootry. How are you going to finance this svstem 11 you take 
both the farmers’ money out and the Government's money out? That 

I most fantasti prope sal I have heard sugoe sted. 

Mr. Baker. As I understand this, the only function now that the 


Gover) ent cay tal and the Cay ital raised by farmer-owned sto k 

perior 1 bacl or er \ seq] to enathe ! ise of dire neces 

citv to cover | ses, to prot { to tl | ‘ ) ind t! bond 
the money market. 

Mr. Cootry. Is that not exact what the capital stock of any 

) ) rat oO co? F 

\T 1? ' WW” do 

Mr. Cootry. What the insurance fund would do. But you cannot 
t; , ; oO vyhout the details of this proposed ! rane? fund. 

t is going to be 1 percent- 

I Baker. | an nto somewhat ereater cet ul. if vou prefe1 

fr. Cooney. H ea t « e premiu 
t \ rn ad bY 1 ( ) 

Mr. Baker. I I) dded percent the suggestion 

rl 1I™- ¢ }  «) r? Tih? 

Mr. Cootry. D { iti perate o1 
( ( ( ( 1 tel ! Onl 

Mr. Baker. Tl S just t backlog 1 factor. Congress \—+t] 
same th that ren ed by t pit { 

M oa @ } 2) { rie Hy OT ¢ ( e ould be 
enous } wklo TO trl | oud } a p S1on oOo} 
rece on ¢ 

\| BAK [ma o l \ ‘ ) alt ot 
th Ie t. ben id flonan 1 ) Il t ! ’\ 
to ft ! 1 ean t Ss coniniittes ind th 
( iG. i | tial endy { time \ if Erie atl He \ iqu 
deseribed « ul It cert nly i , 1 t i the general publ 
for tl re l pul { fan ( { ( ) oO that insu 
mee fund of the cireun ni you just mentioned 

\ Cool Oh, | In other w f « ry nt 
ie ( oO a} Tive Ve Vi 1 ri rh oe Ol a fii] 
subsidize it to save the syste? 

Mr. Baker. I am not trvine to justify whether it ought to be 3% 
ofa percent ora half a percent or %% of a percent. 


Mr. Cootry. Whatever it is. you say now that you realize that the 
withdrawal of the funds by the Government and the withdrawal of 
the money invested by the farmers in this system would certainly 
impair the financial integrity and stability of the system. j 

Mr. Baker. It should not be withdrawn, Mr. Cooley. a dollar ahead 


ie accumulating insurance fund. You should carefully time the 








&....... 
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withdrawal of the capital structure you mentioned with the accumu 
lating risk insurance fund. 

Mr. Cootry. You realize that the system would be surrounded by 
Instability which might necessitate the svstem coming back to the 
Congress for further subsidies, which ieunadin they would. 

Mr. Baker. Absolutely, yes, sir. I think it is perfectly justified 
in the public interest that that be so. 

Mr. Cootrty. You do not believe, then, to sum it up, mM the farmer 
owned and farmer-controlled idea. 

Mr. Baker. Yes, sir. 

Mr. Cootrey. You believe in its? 

Mr. Baker. Yes. sir. verv stro ely. 

Mr. COOLEY. How do you thin k ] W ill ever be farmer owned and 
farmer controlled under your p1 iebodtiion’ 

Mr. Baker. It he be farmer owned throughout the period of 
transition in two wa by the « apiti al stock now owned and as that 
capital stock is re dicot by building up the insurance fund. The 
Individual envaneat! s interest in that insurance fund in effect replace 
that ownership characteristic you are talking about 

Mr. Cootry. Have you or your organization had any actuaries to 
make any calculations as to the insurance features of your proposal ? 

Mr. Baker. No, sir. 

Mr. Cooter. Do you not think it is rather strange that you would 
make the proposal without first submitting it to some actuarial 
scrutiny £ 

Mr. Baker. This is not a firm recommendation, Congressman 
Cooley, but an illustration of some additional things which should be 
considered before final decision is made on this bill that is before the 
committee. My point is, I do not think we are vet ready to make 
final decision as to how is the way to make a b no structural ch: ge in 
the farm eredit svstem that we have now. which has done a eood 
job, which seems to be operating fairly well. 

Mr. Cooney. In Mr. Patton’s statement it seems to me that he 
advocating centralization of power rather than the decentralization of 
authority. He has suggested combining the 12 intermediate credit 
banks into a single agricultural discount bank, the first proposition, 
Secondly, combine the distr ict pro duction credit corporation with the 
Federal land bank of the district into a single district farm loan 
bank. Third, the district farm loan bank and the district bank for 
cooperatives would have a single board. All of that is a central 
zation of power in the agency. 

Mr. Baker. It isa consolidation of what we would call bureaucratic 
machinery, Congressman Cooley, with the control resting in the indi 
vidual farmer-member of the local farm credit association. One 
member would have one vote to elect the board of directors of that 
local coop erative farm credit association. Such association would vote 
their membership strength in the election of the district board which 
governs these organizations and the consolidated organizations. It 
seems to us that these consolidations would be ve ry desirable in the 
interests of cutting down on overhead from the standpoint of the cost 
that it takes to operate. 

Mr. Cootry. Have you discussed your proposals with the Secretary 
of Agriculture / 
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Mr. Baker. No, sir. Neither Farmers Union nor any other farm 
eTroup Was neluded on the Secretary's eredit advisory committee. 

Mr. Coo.tey. Or anyone in the Department of Agriculture ? 

Mr. Baker. No, sir. 


he CHairnMAN. Getting back to vour discussion with Mr. Cooley on 
the insurance fund: If Sc ell orate Alok would not only 
be al nsurance fund but it would be a capital fund before you got 


through with it. Is that correct / 

Mr. BAKER. It would be a rund that would be available to cover 
losse . serving the same function that the present capital stock and 
urpius do. 

Phe Cuatrman. If it was just a fund for losses, just purely an 
insurance fund, you would not have anything left over to replace 
capital with, would you 4 

Mr. Baker. A part of that can be done with earning if the thing 
works properly and if conditions are such that eat vs are available. 

The CHatrMAN. But as I get it, you say it will not be necessary to 
have borrowers pi anything into the capital. It will not be necessary 
for the Government to have any « apit: il invested. because this insur- 
ance fund will ada the capital of the institutions. I do not see 
how you can arrive at that situation — you are charging a premi- 
um high enough to not only cover the surance but also to create a 
fund which will in time replace the c apits 1 stock. So if you are doing 
that, you 1n effect are doing the same thing that is bei ng done now in 
the creation of a capital stock of these corporations because the capital 
stock is the result of payments paid in by the borrowers at the time 
they take out stock. 

What would be the difference as far as the effect is concerned if you 
label it an insurance premium and collect the money that way, or if 
you collect it the way it is being collected now ? 

Mr. Baker. Mainly in the sense that you do not set up in effect a 
purchase requirement. 

The Cuarrman. The way you speak of it, T assume he does not know 
he is pay ng anything except that he is ess into an insurance fund. 
But what he is actually doing is buy Ing capital stock. Isthat not true? 

Mr. Baker. You would not have certificates saying so much stock 
ownership. You would not have a capital stock structure, as I under- 
stand this. Mainly. Mr. Hope, what I am urging is that there are a 
lot of these things that need a lot more study than we have yet viven 
to them—not that this is a final and fixed solution to what we ought 
to ado | think 


the system that we already have, in any partic ular a lirection, the one 


we ought to do a lot more studying be fore we chi ange 


we are recommending or any other. 

The CHatRMAN. Your recommendation, of course, is very strongly 
in favor of farm cooperatives, You have cooperatives in every field, 
and I know that vou are very sincere as well as active in your efforts 
to expand cooperative buying and selling and financing. You do not 
think there is anything wrong, do you, with a cooper ative credit setup 
such as we have at the present time in this field ? 

Mr. Baxer. We think that it has been working relatively very well, 
Mr. Congressman. There are various things which many of us feel 
could be improved. We are not urging at this time that any changes 
be made. 
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The CuHatrMan,. Do you think that any ot the fallures to achieve 


what you would regard as 100 percent success are due to the fact that 
you Cannot set up a cooperative form where the nembers own stock 
in if as they ado these organizations now 4 

Mr. BAKER. Phi maith t! Yr QO { ~ebtim ov req nent of 
capital stock purchased as a ba ro Orrowing, primarily ties mm 
With the comment you made abo our belief in the cooperative way 
of help ng Tarmers ( cit Thi | Hess, eiping then elve to do 
their | hess, Any tarme! isthe olt tO become a meniber, ihey 


should be made eligible to be a member of a local cooperative farm 


credit association by the paving of a nominal membership fe 

Mr. Cooney. Why would 1t not be just as well to lower the stock 
requirement 1 the stock requirement too heh 4 Why not do it that 
way rather than the way you propose? As Mr. Hope has just pointed 
out, what you propose Is to give t farmers back all the money that 
they have got in the system al dad tuke 1t away from them again ina 
painless ta hion by calling it a premium. But you aamit It has got to 


go back to the place where you would have the same reserve. 

Mr. BAKER. It seems to us as a somewhat stronger, more flexible 
method of acquiring that — 

Mr. Cooiry. That is just the thing I think Mi Hope had in mind. 
Do you think there is an inherent weakness in the farm ownership 
idea ? If so, then that 1s contrary to ¢ verything that the coc perative 
movement stands for. 

Mr. Baker. Congressman Cooley, our feeling is in this field of credit 
for fully adequate family farmers, we should move toward as rapidly 
as we can intelligently a fully cooperative farm credit system, con- 
trolled under cooperatll VE Prine iple D\ the members of those 
cooperatives, 

Mr. Coo.trey. Without the members owning it 

Mr. Baker. 'T! 


part in that mst mce fund They would own it in the sense ot con 


ihe members would ow1 t hn the hse of having a 


trolling it by electing board members. 

Mr. Cooxry. If 1 DU an insura e } ol cy Ww ith the Prudential Life 
Insurance Co., that does not mean | own anv interest in the company. 
Iam just paying for the protection | vel 

Mr. Baker. With Mutual Life of Nev 
mutual, you would. That is what this would be. 

Mr. Cootry. In any liability insurance company wher you pay a 
premium you do not acquire an interest in the company. When you 
surrender the policy . vou are out. 


Mr. BAKI R. There Isa cl fference, however. between the stockholders 
who are owning this particular stock and the insurance company you 


vy York, however. or some other 


are talking about. In this case it would be the farmer members. 

Mr. Cootry. The Farm Bureau has the Farm Bureau Mutual In- 
surance Company. They own that, do they not‘ The farmers them- 
selves own and control it as a cooperative. 

Mr. Baxer. Yes, sir, 1 presume. I am not familiar with their setup. 

Mr. Cootry. It looks to me as if your proposition here is absolutely 
contrary to the principles of cooperative ownership. 

Mr. Baxer. I think not, Congressman Cooley. If it is, we certainly 
want to change it. 

Mr. Poaae. Of course, I admit that this money problem always con- 
fuses me. You suggested this ought to be studied further. I want 








SO FARM CREDIT ACT OF 19538 


{Oo st l ta ttle further because it seems to me that if you can do 
W tC vou are suggesting, then all anv of us have vot to do to become 
ri Dig banker s simply to get out and go to lending money that 
i tL have Wi himeadiace ly Heconry bankers mid oul depositors 

ire { int be iuse every national ba k I the United States today 
I bo sou nteed Lor { ot 4 
M PATS M Poage, you almost had me speechless. It reminded 


remember the details—but there was a very 
t ha who went to Nova Scotia. He asked them what then 


rob were nimong the farmers. They said, “Our roblems are 

ot redit.” He SUVS, “Well. let’s st ita bank.” He sn ad, “Tf 

Chere wnVvoody here who has got lime, we can start one.” That wa 
- OT tiie ( \ ( i mmoveln 

Mi PoAGe. You are Going to take the dime away. You are voing 

( t that thev ce ot have dime becau e they have got the money 

how here is ome capital there now im each one of these institu- 

{ l Part of it belo os to the Grovernment and part of it belongs to 

{ bill s. If I understand this th ng, Vou propose to take this 

iwiy i! a Say. “We are not ron’ to have a dime here, but we are 

* Your insurance fund is not worth a thing unless it has got 


he Ww are you going to guarantee it 4 “We are going to collect a 


half a percent premium with which we will establish an insurance 
fund.” Your insurance fund not worth a thing unless it has got 
some capital. IT am not interested in taking out insurance with a 


ompany that has no capital. Iam interested only In Insurance where 
there is something behind that policy of insurance. I take it that you 

ily mean to substitute the United States Government and put the 
Treasury of the United States there as the reserve fund, which to m1 
mind gets us still further away from the objective that vou profess 


vant, and that we profess to want, and that is farmer-owned-and- 


ye t i bitutiol 

W t would be your capital there ¢ It is going to take years to 

build up enough capital under this insurance program you suggested. 

You rrgested 1 would take years, What are vou going to do in the 
eal me / We are not gvoing to close the banks down. 


Mr. Baker. No, sir 

Mi Poa EK. Llow would vou ope rate / 

Mr. Baker. You would not retire existing capital stock a bit faster 
than your insurance fund accumulates. What you say is, in my 
opinion, absolutely correct. We are not going to just say today we 
have this capital structure, and tomorrow we are going to give all 
that back and wait 70 vears to collect enough in premiums. 

Mr. Poacre. That is what the Chairman suggested. 

Mr. Baker. We are not suggesting that; no, sir. 

Mr. Poacr. If you are not suggesting that, then it seems to me you 
vill inevitably come to what Mr. Hope suggested, that all you 
are proposing to do was substitute capital that had been built up in 
one manner from farmer operation with capital that you build up 
over a period of years in another method of farmer participation. 

Mr. Baker. That is correct: yes, sir. 

Vr. Poacr. In effect you are going to substitute for the stock com- 
pany an assessment mutual. Is that not about what it comes to? 
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Mr. Baker. No, not quite an assessment mutual, no, sir; although 
even the present structure has some of the characteristics of an assess 


ment mutual, yes, sir, in that the insurance fund or the capital cost 

does have a collective assulption of hability. The four of us are 

members. Each of us to the extent of om capit l st c own | DD. 

or to the extent of oul nti Hh payment the. ! ef 

One iv or the of S# responsibdil Ot extent fe e ott 
loan. 

Mr. Poacr. To that extent a) lL no further ? 

Mr. Bak R. Yes, but hot the double linb lity of rormer State a 
nor the complete liab | t\ OT a partnership, Por exXan ple. C¢ ore 
man Poage, let me say in full humility, Tam in the same fix you are 

n that, and IT think all of us ar Che ma point we are ure 
et us not rush into this thing and make a lot of DIF Chane Lie 
Farm Credit Administration and the cooperative setup the way 
now br fore we get chance to do some pretty ard udy i? through. 

Mr. Poacre. I do not understand that this bill works any funda 

mental « hange on the economies of the thing. It only works chang 


the management. Is that not riaht / I do not understand that 


this bill we have before us 1n any wise changes the economu ol ft 
0D king. It merely changes who is going to ru ie 

Mr. Baker. That could be: ves, sir. 

Mr. Poacr. And it only changes who is going to run it and changes 
t to a large degree of farmer participation rather than Governme: 


rg 
ontrol. It would eem to me that would be just what vou wot ld want. 
Mr. BaAKI R. ‘J hat is an object ve w th which we are In hearty accord. 


Mr Pi GE. You do not object to Giving the tarmers greater c trol, 


ado vou ¢ 


Mr. BAKER. We would prefer to give them omp!] Te control, RA 


yressman. 


Mi Po Gl so VW nuild | 

Mi M I Pik I | , joie ih | { v nt} Wie 
at the head of the « ynInittee is having in trvihe to reconcile your re 
peat d surances that your organization is interested in farmer con 
tro nd ownership for Oop itives with the tatement of vow 
presi lent in his objection to th bill. I quote from page 2, that it 
Srey s to pract | eN ( 1} the baractel Li¢ ot the pul hie Ln) 


stitution.” Is that not a part of the problem, Mr. Baker, that you are 
not Gown on elther side of the Tence as to Whethel you want a pul lie 
Institution of the farm credit system, or whether you want it owned 
by the farmers and controlled by the farmers ¢ 

Mr. Baker. Congressman McIntire, somewhat the same accommo 
dation must be made to t hae | ub! ‘interest in farm ¢ recit as Is recog 
nized mM the hanl ne sVste ni outs le ot avr ulture, where vou have 
the Federal Deposit Insurance Corporation, where you have bank 
examiners constantly checking it, where you have a very close tieup 
between Government through the Federal Reserve System and the 
member banks and the corresponding banks under the Federal Reserve. 

Mr. McInvire. How do you acquire that type of situation in our 
present farm credit system and still keep the objectives rather clear 
of it heing cooperative : nd farmer owned, because the capital structure 
of those institutions you refer to is private capital? Has the Govern 
ment not at times, when it has been necessary particularly in the 








Wain mn the 1 ties, put additional capital to the 
f { em with tio @ the col ept of ft stock supseription 
Ww { mate Dasis for owners 4 
\l | | ! ioht wel] | qaone in this ise 
Mr. McIn What precedent do you have that the Government 
a { ) liga } c net } ( Mm { m of the 
stoc] ple of ownership of these units? 
3 \ \ ! e¢ ne th there is no real 
( ( ! 1e1 ( ce vith e capital-sto kk 
ether vou do it with a risk-insural e premium as 
far as the differs . kind, as lor fy as vou maintain the right or th 
opportunity of an dividual farmer to be a member of this coopera 
1 e Tarn ! cl ’ oOclatlo! 
Mr. McInrime. Let me ask one other question, because in the very 
hex rie { \ aaa local a sociations are ¢¢ trolled by STO kholders 


n umbers of shares owned.” What do vou understand 
to be voting rights of members in PCA or NFLA 2 

»AKER g ¢ by the language in the bill which provides 
a regulation determining how class ¢ stock shall be sold. 


Ir. McIntire. Class C stock this bil nonvoting stock. 

Mr. Baker. No, sir. I was think ng of the procedure estabh hed by 
which a local association would determine whether it would have 
cl ss © stock 

Mr. McInrire. W]) is your concept of the present voting rights 
of a member in a Nati aa Farm Loan Association? Assuming that 
you are a member of a national farm loan association and you bor 
rowed, let’s say, 81.000, vou si bseribe to 5 vnereent of that in stock. 
What are vour voting rights in annual meeting of that association ? 


Mr. Baxer. The main difference, I think, we are discussing is that 
I would s L\ that ¢ very Tarmer who wants to participate in that credit 
cooperative—— 

Mr. McIntire. Let us stick to this statement. 

Mr. Baxer. Would vote regardless of whether he has actually ob 
tained a loan in the past or now has a oe 

Mr. McIntire. Let us stick to the statement that your p 
made: “The local associations are controlled by stockhol 


re sid nt has 
lers in rela 
tion to numbers of shares owned.” 

Mr. Baxer. Is that an incorrect statement ? 

Mr. McIntire. Tamasking you. Are you sufficiently familiar with 
the member owne rship and participation, and rights of members in 
these associations on which you base this as being an accurate state- 
ment ¢ 

Mr. Baker. My understanding was that it is in accordance with the 
number of shares owned. ‘7 iat ce uld be an error, ongressman. 

Mr. McIntire. My observation, as a member of a PCA, has been 
that this is absolutely incorrect. 

Mr. Baxer. So it is 1 borrower, 1 vote. 

Mr. McIntire. That is right. Then let me come to another point, 
and with this I will close. You have in these organizations corporate 
structures, do you not? They are organized and incorporated within 
the laws of the respective States in which they are located. 


Mr. Baxer. Yes, sir. 


“’ 





{ 
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Mr. McIntire. Under that you have the inc rporators who have 
been sufliciently interested to make avallable th facility to the farm 
people in their community. Those men were cae to make a stock 
Investment under the corporate laws of the State to show that they 


are golng to beat 


2 espectable leg ilLentity and have some r sponsibility. 
On that basis, and in view otf the fact that the only service that these 


units have 1s to provide credit, what inherent right does anyone have 


to be a met ber other than to he cons dered by the board of directors 


as ben the type of farmer that they want to choose to join with them 


oe 
to bull ld: a facility of er dit in the communit ty ¢ 

W h: it inherent 1 oht does a farmer have to be a member other than 
to be passed upon by the board of directors in then concept of their 
responsibility to the community ¢ 

Mr. Baker. Our thinking on that, Congressman McIntire, is this. 
Probably the most important function which these farm-credit insti- 
tutions we are discussing perform, and one of the main reasons for 
which they were originally created, Was to actas a compe titive Vi ard- 
stick to set standards of farm credit for the entire farm-credit field. 

Mr. McIntire. You think that is their original function, or does 
that orow out of their proper management ¢ 

Mr. Baxer. I would say both: yes, sir. In order to do that, then, 
they should be so organized that anyone, any farm is eligib le to 
participate. Any farmer isa potential borrower. re per , he has an 
equal concern, it seems to me, about the future adequacy of credit pro- 

vided by these cooperative institutions. 

Mr. McIntire. Then you would make every farmer a citizen of the 
cooperative and operate it on the basis of a town meeting in W hich they 
vee their a. without any responsibilities to uphold the financial 

tructure, whether or not they use the services; but they would have 

an equi il righ it with those who were willing to contribute to _ finan- 

cial structure of it an | to use its services and try to nile 1 sa sound 
source of credit 4 

You would open it up on the basis that he has a right of membership 


bv virtue of his citizen hip of the country and not by virtue of be Ing 


willing to assume a responsibility in building this particular facility ? 
Mr. Baxer. In general what you say is correct. I would not want 


to state it in the same choice of words exactly that you u sed. It is the 
kernel of the idea, ves, sir. 

Mr. McIntime. You are not going to get aw y from that principle, 
are you? Is that not in direct violation of the basic princip le upon 
which we as individuals interested in operating in the scheme of pri- 
vate interests and private eapit il, and pl ivate initiative, built the tools 
that we use in our businesses? Is that not contrary to that whole 
principle? 

Mr. BAKER. T think not. There is a coope rative store in a com- 
munity. One person uses it only a dollar’s worth and buys only a 
dollar’s worth during the year. Another one, a thousand dollar’s 
worth. As I understand cooperative principles, they get refunds on 
the basis of patronage, but they participate in control on another 
hasis: whereas the stock owned does not have anything to do with 
the participation in the ¢ arco. of that association. 

Mr. Cootny. Do you propose to give to the man who has one dollar 
invested the same voting cecil as the man who has a thousand 
dollars invested ¢ 
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Mr. Baker. As I understood Congressman McIntire, that is the 
presel ( iracteristics of these inst tutions. 

Mr. McInrire. One member, one vote. Mr. Cooley. 

Mir. Coourey. Do you propose to « hange that in any way / 

Mr. Baker. No, s r, | did not know it was that way, If it is that 


lV, we would not propose to change It, 0, SIT. 

Phe CHairman. Are there any further questions? Do you have 
thing further, Mr. Baker ¢ 

Mr. Bax Yes, sir, that was just the first part [I will move 


y. We have in the questions and answers covered a lot 
nts I was planning to make further on. I can hit those 
rathe! rapidly. With respect. To local organization, this committee 
of agricultural economis iweested the merging of the NFLA’s with 
he PCA’s into a consolidated local cooperative farm credit associa- 


on with the same geovrapht il boundaries to facilitate what you 

might call one-stop credit service for farmers, which we think would 

be a good thing ren Aing agvain that it would take a long period of 
sition to move from the pi ent setup to another. On district 
organization, tf it has already hee brought out by someone in the 
estions that just as we would consider the desirabil ty of combi 

io NFLA’ \\ th PCA’s at the district level. there 1 no real necessity 


ol eparate nd distinet corporat structures fo the Federal land 


nk d the production credit corporation. They might be com 
bined, consolidated with some saving of overhead. 

| hel e Congre man Cooley ment oned the suggestiol that ther 

ne advantages oul opinion to consolidate the 120 1 

termediate credit banks, to be replaced by a single agricultural dis 

nt bank with a branch or agent in each of the 12 districts instead 

of having 12 separate corporate structures. That again would re 


1 1 


juire a very great deal of study to know what its advantages and cis 
vivantages would be. Whet! 
economies or not, \ ire not now ina position to say whether it would 


or wo ild not: or, if so. TO W h it extent. 


ier it would result in any operating 


li recommended by this independent committee of agricultural 
Sas some thing which should be oiven consideration. I have 

ready that in our opinion all members of the district 
ivd should be elected by members of the district institutions. In the 
e of banks for cooperatives, by the borrowers from the banks for 
peratives. In the case of the combined or the separate land bank 


| production credit institutions, by their menrbers 
Phi l lohit be desirable, Mr. Chairman, and of some interest to 
e committee, to see what this group of agricultural economists 


ecommended wit! respect to al independent board with the execu 


ve nuthoritv and the authority to hire the farm credit governor 





| heir re ommendations they savy 

I} executive officer of the system would be a overnor, appointed by the 
P lent with t dvice and conse of the Senate. In addition it is proposed 
it there } : advisory board of 6 members appointed by the President for 
rrered terms of 6 vears each The hoard would be a policy-advising board 

er than an exécutive body It would be nonpartisan. 
Chis pr s a compromise between the present organization and the 
me bipartisan board ndvocated by some farmer and congressional groups 
It w retain thre vivantage of faster and more decisive action whic h ean he 


d with the single executive officer, and at the same time provide the broader 
luence that ould come from having a board The 





FARM CREDIT ACT OF 1953 Y] 


colimittee has studied with considerable care several of the alternative proposals 
With respect to the executive management of the combined agency Among 
these are the proposal for a full-time executive board and the appointment of 
the governor by the board. It is felt, however, that the plan proposed would 
provide the most efficient operation, the most efficient relation to the Congress 


and the most clear-cut division between policymaking and executive funct 
Speaking of a board with executive author Ity, this committee said: 


They would tend to busy themselves more and more with operational problems 
and probably to specialize in various phases of the work. This would tend toward 
division with the board, rivalries between branches of the system, and a loss 

seneral efficiency Kxperience with the original Federal farm loan board, 
with the TVA and with a number of other governmental boards illustrates this 


dangen Under such conditions neither the President nor the Congress would 
have a satisfactory basis for fixing responsibility for the failure of the system 
to function satisfactorily Any feeling on the part of employees that advantag 


could be gained through bypassing the governor and seeking favor with indi 
vidual board members would be sure to weaken the organization 
Furthermore, it is important for the Congress and the President to be al 


get a clear and unequivocal statement of policy and procedure from a single ind 
vidual Without this, in the event of division within the board, neither the 
Congress nor the President could be clear as to who could speak responsibly 1 
the organization or could carry out effectively the instructions giver 


Phat completes all I have to say, unless there are some que stions, 


Mr. Hope. 


Phe CHarMan. We thank you. 

Mr. Baker. Let me say I deeply appreciate this opportunity of 
appearing before you. We are hoping you are going to give this a 
careful and as the rough and complete consideration, with the same 
fine bipartisan spirit you have always used on other legislation. We 


have a lot of faith in vou. Let us not rush into this th ne before we 


{ 
; : ; . ¥ 
look at it a whole lot more than it has been looked at so far. 


The Cuarrmman. I think I can assure you. Mr. Baker, the com 
mittee is going to give very careful consideration to all the testimony 
before the committee and all the other information which is avail ible 
to the committee. We thank you very n uc] The next witness will 


it 
be Mr. Wallace Campbell. d rector of the Wash hneton office. the ¢ oO 
We will be glad to hear from you now, Mi 


operative Leag le, 
Campl ell, 


STATEMENT OF WALLACE CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, THE COOPERATIVE LEAGUE 
Mr. Camppect. I am appearing for Mr. Jerry Voorhis, who wa 
here ye terday and unfortunately could not st iv over for teday 


testimony. Mr Voorhis was particularly anxious to appear before 


this committee because ot all of his i) years oT service in the I 2. 
he cherished most his work on this Agriculture Committee, 
The Cooperat ve League is a national edueational and busine 


association of regional farm supply and consumer cooperatives, mutual 
insurance companies, and national Federations of cooperatives. Our 
direct membership runs to about 2 million American families, at least 
three-quarters of whom are farm families. If we were to include also 
the membership of the national federations which are affiliated with 
the league, the number of families would exceed 9 million. even allow 
ng for duplication of memberships. We are concerned, as I know 
this committee is, with keeping rural America strong, vigorous, and 


self dependent. We are concerned that agriculture, our basic pro 








Vt na a ou d eontinu to be =] 0 1 cornerstone of our 
democ { { ( re of national ife. We know that f ever the 
traditional patte of Amer in agriculture hould be lost or funda- 


iltered. the Nati as a whole would suffer a1 irreparable 
That traditional patter one of many farms of many different 


as, ¢ 1h The property of a \merican fam ly and each providing 
only L vor velihood but a h and cha lenging way of life to its 
as 
Ve know to that the industrial side of our economy has developed 
e and more ec of large aggregations of capital wealth 
| y the ( é Als ne wit th is come a deere ot control 
stry over production and price which the individual farmer 
\ int world command. Co sequently, in the interest of 
e and of sound nationa polis v. we have searched for Ways to 
lize ome degree, at least—the natural disadvantage which 
petitive agriculture must carry in a highly integrated 


economy, At times we have resorted to far-reas hing emer- 


Cy mensure to prevent economic forces | terly bevond his control 
m ruining the farmer, depriving him of his land, and funda 


mentally changing our traditional pattern of agricultural production 


ownership At such times it has been not only the right but the 


duty of Congress to act and to act vigorously. 

I no discredit to these emx rgency measures to say that they have 

t beer nd could not be : salut Vv nor as basic as another method 
levised long, long ago by the farmers of this country themselves. 
i method is mutu aid or cooperation. By such a method it 1s 
" le for groups of farmers to join together in credit marketing, 
] £ Pply, ana ( I rie ( wl ch br del thie scope 
ral y tabilize t economic circumstances with 
vhich farmers work, and place the farmer in a position to bargain 
n tern ipproaching equality with other factors in the economy. 
( ooperatior 1 bas fs 10 ‘ tie to these problems. It is 
! ( ora ( 

Vhe leg slation before the committee at th s time may be described 
1) 


f 


for 


tal 
cal 
CeO 


( 


iv. It can represent—we fervently hope it will turn out 


rep! nt 1. step in the proce ol transforming what started as a 


e measure of Government for farmers into a cooperative undertak- 
by farmers working together to supply their own credit needs. 
Cooperative League could not be true to its own basie purpose 
t failed to support earnestly such a step. Itis a step long prepared 
through the efforts of farmer borrowers to retire Government capi- 
from these farm credit institutions and replace it with their own 
ital. Now they feel, logically enough, that with ownership should 
control as well. 


yn one point we have sincere regrets. While at present the National 


arm Loan Associations have retired all Government capital and the 


Pre 
iro 


sma 


rduction Credit Associations nearly two-thirds of it, the borrowers 
m the banks for cooperatives have succeeded in retiring a much 
ller percentage. There are reasons why this is so. In fact, up 


to a very short time ago, it was against the law for cooperatives to 


rep 


lace Government capital in the banks for cooperatives with their 


own capital. Today they can leave their stock investment, made at 


the 
ind 


time the loan is made, in the system. But there has been little 
ucement for them to do so, since thereby they would acquire no 
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more control over policy than they have now. In our opinion legisla- 
tion should have been passed long ago, as recommended by cooperative 
organizations, which would have provided machinery and inducement 


for replacement of Government capital in the banks for cooperatives 
with capital from the pant tape 
J hi bil 1 be fore the committee hould, toa degre . help th Ss situa- 


on. In at least two respect it doe provide incentives for coopera 


tives to invest in the stock of the banks for cooperat ves and thus retire 
the Government capital therein. But I ere it does not yet go far 
enough ap hat one of the first tasks of the new board should be to 


report to Congress a recommendation aa further legislation to en 
courage development of a cooperative-owned system of banks for co- 
opera itl 3 | do not want to rive the lmipre sion that cooperatives 
have lerge sums of money to use for any purpose right now, except 
— aaa rts to brine thei services and facilities to a pont of 


ully meeting their pal cae etiedias needs. gut I know that if the 
prospect of a fully cooperative group of credit institutions were held 
out to them, and if a practical course for achieving 
charted, the co-ops would make every effort to follow that road. 

Now the simple passage of this bill will not of itself achieve the 
purposes which have prompted its introduction and consideration here. 
It remains to be seen, as with all human institutions, just how the new 
system will fork out. It is conceivable, I suppose, that some men, 
ifter appointment to this powel ful national board, would become so 
impressed with the importance of their new station as to forget the 
group of farmer borrowers who nominated them and to neglect their 


that goal were 


basic interests. It would be of critical importance that such men not 

‘appointed to the board. It is conceivable, too, that appointments to 
the board might be made more with aview toa n i's experience in 
banking than with a view to his experience in and knowledge of agri- 
culture. If this happened, results could, i ny Opinion, be very bad. 
It isalso conceivable that appolm tme nts Salle board might all be made 
from men concerned only with large-scale agriculture and having 


little unde rstanding or sympathy with the prol lems of the smaller 
farmers. This, too, would be unjust and would defeat the basie pur- 
pose of the legislati On. 

However, with the nominations coming from the three groups of 
borrowers as the bill pro\ ides, there are certai ily safeguards against 
these possibilities. And I would trust that this comn Littee, as well 
as the entire Congress, would concern itself continuously to see that 
only men with personal knowledge and experie: in agricu'ture, 
only men of broad sympathy and deep devotion to the publhie welfare, 
only men who see the real purposes ofa cooperative ¢ redit system are 
appointed to this powerful national board. At the ee level, of 
course, there will be direct election by the borrowers of ultimately 
6 of the 7 members of district boards, with the seventh member, quite 
properly, appointed by the Governor. 

So the central purpose of the bill is to place control of the farm 
credit system both at national and district levels in the hands of the 
borrowers who own and use the institutions which make it up. As I 
have said, this is in accord with the basic cooperative methods and 
principles that the Cooperative League exists to promote. ‘The cen- 
tral point advanced in objection to the bill needs careful thought, 


33544—53-——_-7 
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however, and Congress should act with its eyes fully open. Those 
who advance this objection say that the farm credit system should re- 
flect national agricultural policy and be an effective instrument 
thereof. They fear that perhaps this will not always be the case if 
this bill is passed. Of course, wherever an institution is controlled 
by a voluntary group otf people, there is no assurance that it will 
follow governmental policy at every turn, That is part of freedom. 
It is also part of the cooper: ative idea and prine iples. So on grounds 
of prince iple, we must disagree with this ol ection and believe the 
bill should pass. 

As a practical matter, however—and I think this is part of the 
testimony—the reason why it is said that the farm credit system 
should reflect national policy is this. Suppose another period of 
deflation and depression should hit this country. Suppose distress 
should strike agriculture as has happened all too often in the past. 
Under such circumstance it is well to recall that strict banking prac 
tices of the sort that are traditionally followed would, if universally 
applied, have led to an even greater number of foreclosures in the 
period of the 1929 depre ssion than took place. And many of these 
foreclosures would have been, as subsequent history has shown, un- 
justified, and unwarranted, and even cruel. I have met many a 
banker who has told me how elad he was to have as borrowers farm- 
ers who vot back on their feet through Farm Security loans, for 
example. But I do not believe these are arguments against this bill. 
I do think they are arguments that drive us to recognize that should 
deep trouble come again to American agriculture, Congress might 
find it both just and necessary to create emergency agencies to help do 
the job of saving ownership for the average facunex. However, the 
general policy which certainly seems right is that we rely basically 
upon true cooperative methods and cooperative institutions—and 
then be prepared to pplemet t these methods with emergency meas 
ures when necessity and justice require. . 

I would only like to add with some emphasis that, if the present 
scone of cor perative business wel »expanded to%or3 times its present 
volume, such emergency measures by Government might—and _ prob- 
ably would—prove unnecessary. . 

Phis legislation would provide taxation of the banks for coopera- 
tives based on the amount of Government capital still remaining in 
them. Without going into detail, pn provision is an absolutely cor 
rect one from t] » pol nt of vie Ww of he cooper: itive eine. since the 
taxation would be applied against har earnings of the banks for co 
oper: itives. The le acue has consiste ntly taken the position that an 
time any cooperative business or institution makes a profit it should 
pay taxes on such profits—as all cooperatives are now required to do 
on the same basis as any other business. However, this tax provision 
underlines the very great importance, as a matter of simple justice, 
of enacting legislation to provide the same degree of inducement and 
similar orderly methods of retirement of Government capital to bor- 
rowers from the banks for cooperatives as borrowers from other farm 
credit agencies have enjoyed. 

With one provision of the bill we are inclined to disagree and ask 
for careful consideration as to whether it should not be dropped. 
This is the transfer of the Cooperative Research and Service Division 
to the Agricultural Research Administration. We believe it might 
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be wiser to leave the Cooperative Research and Service Division where 
it is. May it not be more important and logical to have the one 
agency which seeks to serve cooperatives with research services re 
main connected with other cooperative agencies, such as the farm 
credit institutions would become under this bill, than to lump it with 
other research activities? For the same basic reason that prompts 
us to support the main provisions of the bill, we believe this would 
be a wiser course. 

In conclusion, I ask the committee's indulgence for one or two 
general remarks. In agriculture, costs have already caught up with 
prices and passed them. Farm income is below the parity level. Our 
eCOnomy asa W hole has never been prosperous for any leneth of time 
if agriculture was not prosperous within it. The one thing the forces 
of world communism would rather see than anything else is an 
America in economic depression and reaction. Above all things we 


must avoid these circumstances Which brings me to a final pot 
which I shall not elaborate, but simply lea With the committee 
Deflation is the mother of depre Ssion Climbing interest rates are. 
under our present monetary ystenl, the moth of m Mey SUPT ae Ne 
and of deflation. Phe cure fe flation is not deflation but stabiliza 
tion. Two wrongs do not make a right. particularly not when the 
ohne wrong, inflation, is, after all, dynamic and induces productiol 

whereas the othe wrong, deflation. is depressive, renders the debt 
burd ‘hn he: Vie] and sonietimes unmanageable, and d scourages eco 
homic activity. A. high degree of stabilization has already been 
achieved. If deflation ary pe hicie geo tor far, t| e Ameri ih farn er 
will be the first to suffer and will sutfer most. But the whole United 
States and the whole free world may not be far behind. 

The CiatrrMan. Thank you very much, Mr. Campbell, for your 
statement. \re there anv questions on the part f mem be 3? Lt 
not, we thank you very much. The next witness and the last wit 
hess will bye Mr. Roy I, He driekson, executive secretary of the 
Natio il Fede ration of Caran OF operative We are ss rey. we hav 
had to wait SO lone. Mr. Hench eckson, and th we q not have more 


menibers present. 


STATEMENT OF ROY F. HENDRICKSON, EXECUTIVE SECRETARY, 
NATIONAL FEDERATION OF GRAIN COOPERATIVES 


Mr. Henprickxson. I hope they will read the record. This an 
extremely Important bill Oo Tar as Fram Coopel itive ire ¢ mneerned, 
and before going into the statement [ want to explain the nature of 
our organization. The re are some 2000 cooper: tive oral mi: rketing 
associations scattered around in tli erain producing grea These 
are organized into 22 or 25 regional organizations, and 21 of these 


regional organizations are members of our federation. 

T have been specifically instructed by a number of these to ask that 
they be listed in opposition to this bill. I would like to read the list 
of these hex ause their stockhol le rs at annual meet hgs have adopted 
resolutions opposing this particular measure. These include the 
Farmers Grain Dealers Assov int ion of Towa. Des Moines: the Farmers 
Union Grain Terminal Association of St. Paul: the U. S. Central 
Grain Cooperative at Omaha; the Equity Union Cooperative Ex 
change of Enid, Oklahoma; the Equity Union of Kansas City and 





yin: ft] Producers Grain Corp. of Ama illo, Tex.: the ¢ olorado 

nd Bean Association; the Farmers Union Jobbing Associa- 
tion of Ix s Citv: the Farmers Cooperative Commission Co. of 
ITutchinson, Kansas: the Mis ouri Farmers Association: the North 
Macifie Gra Growers; the Michigan Elevator Exchange; the West- 





rn states Bea 1 (yrowers \ eso ation: and there ive a number of 
the neluding ie Weste _ es Dry Pea Association. 

Mr. Chairman, the present Farm (¢ redit Administration is an in- 
stitution of great value to farmers. It has established an enviable 
rept i on I I = rvice to rarimel . IO! COCO my al | ein enc ih Op- 
erat and has an A-1l standing with the Nation’s investment com- 
n ty Having achieved this. it 1 plain that any changes under- 
taken bas ¢ legislation should be made with extreme care. Interest 
rates are high and advancing, and farmers require ‘reasingly large 


4 
imounts of credit. With agriculture extremely vulnerable at this 


Lime, this is a period when caution is needed. { am not attacking those 
who support this bill. I have tried cons¢ ‘ientiously to weight their 
proposals and their arguments. Their advocacy of the principle of 
farmer ownership, of farmer control, and of the use of cooperative 
principles is very appealing to one oisa farmer and who is a mem- 
ber of ma iv Cooperatives an who works for farm cooperatives. But 


, ' > 1 
1 believe their pro} osals are premature and that they have failed to 


prov de what, it seems to me, is fundamental when anyone urges mayor 





change They have not proved that the institution as it exists 1s 
specifically (a) faulty or (b) failing in its duty or (c) failing to com- 
mand the maximum respect of investors, thus helping to insure credit 
for tai el t lowest pos ble ce be The question, therefore, 
1) l lly irises: In the absence of compel! ne reasons tor change, 
\ nal e¢ 
Let us correct evils if they bru » the open. 
B ) inge 1 iamenta \ f ent institu- 
I eal evidence of need for s I 4 justified at 
un) t especially so when we ive certain very sensitive areas 
to 1 nt account, The e Sel tive areas are : (a) the decline in 
farm ] es that is now in process, which makes farming more vul- 
nerable than ever before: and (b) the care and caution that must be 
exercised in tapping the investment market today to prevent the cost 
of money, interest rate trom advancing to u duly burdensome levels. 


] do not fee] too badly. Mr. ( ha rmah,. that ev sryone Is not pre ent 


because I know this is one of the most Important hearings this vear, 


and that every statement that is made at these hearir os and every 
aque STO} asked Vi 1] he Wwe ighed t V those who advise i ivestors., This 


therefore is one of the most important hearings this committee will 
conduct this year in its effect on the interest burdens farmers will 
carry in the years ahead. 

lo repe at. ] do not believe a case has been made proving a need for 
change, for specific legislation, at this time. We have heard criti- 
cisms of the Farm Credit Administration and its component segments 
from time to time. In themselves such criticisms prove nothing. Let 
the criticisms, if any choose to advance them, be made in 2.3 fashion 
before this committee: and then let the responsible officials be invited 
to make answers to these. For instance, before we abolish the posi- 
tions of the four commissioners, let us find what criticisms of their 
conduct and their functions exist, and permit the incumbents and the 
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present Governor of the Farm Credit Administration to answer these. 
Then we will see what substance there is to the criticisms. 

[ have known most of these commissioners since the present Farm 
Credit Administration system was established by bipartisan si pport 
in Congress in 1933. They have fi e records of public service. I have 


learned that tboli hing « ‘ertaln Jol without ab lishing the f nection 
and the responsibilities contributes no economy unless it is intended 
by indirection to close down an a tivity. Are these activities to be 


curtailed or closed down? Who will carry on these functions? That 


IS an example of the analysis that must be made of these proposals 
before we should ac ept ¢ laims of greater economy as the Pp roduct of 
the building of a new organizational chart, even one written into law. 
In few areas are the claims for achieving economy and efficiency more 
greatly exaggerated than by ee who draw and propound organiza- 
tional charts and changes. They have the eaventage that their claims 
are not often checked. The fact is that no agency of government that 
iS carrying an increasing volume of work has a record equal to the 
Farm ( redit Administration in reduc ‘Ing costs of administration over 
the last 12 years. The comparisons below, for the years 1940 and 
1952, speak for themselves : 

(1) In 1940, the \\ ashineton personnel of the Farm Credit Ad- 
ministration totaled 1308; in 1952, the Washington personnel 
totaled 391. 

(2) In 1940, the personnel employed by the district institutions of 
the Farm Credit Administration totaled 5.991; in 1952, the district 
perso nel totaled 2.117. 

(3) In 1940, the dollar volume of loans made by the Farm Credit 
A lministr: ition totaled $979,203 213 dn 1952, the dollar volume had 
increased more than four times, to $4.5 7 801,937, 

What agency of government has a record that compares with that? 

J have two sets of objes tions to the propos d leoislation the first, 
general; the second, specific. 

General objections. One, the bill proposes a limitation on the ap 
pointment power of the President which is without precedent. It 
would therefore create a precedent which could lead to a very bad 
government. 

Two, The bill states that the Administration “shall be in the Depart- 
ment of Agriculture.” The making of such a statement does not 
necessarily make it a fact. Other provisions of the bill make it clear 
that the Secretary of Agriculture could not be held responsible for 
the conduct of the Farm Credit Administration. Nowhere is author- 
ity assigned to the Secretary which would make it possible for him to 
exercise any responsibility beyond appointing a director, and that 
one significantly would be No. 18. Experience teaches me that in 
Government, and elsewhere, responsibility and authority must be 
associated, and intin nately, or you soon find buck passing to be the 
normal order of administration: inefficient, unresponsive administra- 
tion. Increasing the opportunities for buck-passing is the last thing 
needed in farm administration. 

Three, The prevailing view among students of the United States 
Government for many years, including the Hoover Commission, is 
that as many agencies of Government as possible should be grouped 
under Cabinet officers. The new Farm Credit Administration board 
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( ' ntribution toan ‘ land spraw oe government 
i i mol omp ~more ] nave: rte vovernn iI 
| Recommendat on No. 1? of the report o% thi Lloov r (Commission, 
entitled “General Management of t Executive Brat . this state 
} 
Hie} Was made: 
The 1 ous neie tI ! Y } ‘ rea] nto depart 
IS 3 anch | 
DOSS le by major purposes in order t 2} > coherent mission 
Den me! By pl: ng related functions cheek-by-jowl the overlaps 
1, and, of even greater importance, coordil ited policies can be 
‘ d 
} ' ‘ i 7 1 | ) Ss 10 
} efhicience\ ) yer tal iaeey hat the Farm 
q cl} treaty E ite \ r tama tive | 1) lependent 


\ A » i¢ rarew } } } i m nal till 4 ilid. is 
! re \ portant ele) t in farm policie 
(i 7)! I { \ | th other 
farm pe ro - ry \c ture with 
, Rec ij issociating 
’ 1) ir) f these ad 
( | ! | Stu ot 
| ex ( | s Di or of Personne 
1) FA 1 Cre Ldministra 
i rt { i) ! { : trolled bv the 
me tary of Agi Iti (| if ma nt ari it is likely 
| \ ) 1] f llow 
( ld pattern of tine uy und f tions plicating 
ee’ toy ] | Ti 

It wonld soo) ave its own rep] 1 of the Bure f Agri tural 
Eeono} . Remove the ¢ ooperative Research and S vice Division 
‘rom the farm Cre lit A Ih) nistration and ‘ ll soon | ive its own 
the twelve district banks and the Central Bank for Cooperatives, and 

Dv t ep el o in he f ] 1 of iahe re rates to far ner 
The Farm Credit Administration would not be permitted t Urry 
on as a free, roving star for long { new team of government. re- 
vyanizers wot Id be on the job in di sceourse, ind ther it might be tied 


) with some other Cabinet officer—the Treasury, for instance, because 
the Farm Credit Administration has to eo to the investment market 
for money and so does the Treasury. These organizers with their 
charts woul ls a the same old me lod - of economy and efficiency to 
be achieved, m: wis in another key. To remove the clear responsi- 
bility for credit from the Secretary of Agriculture, with power and 
vuthority to act, will be a major mistake, in my opinion. It has taken 
many years to get the Department of Agriculture beyond the stage of 
distributing seeds and advice; let us not turn nen now. 

Specific objections. One, the title of the bill states as a purpose “to 
increase farmer participation in ownership and cor fal of the Federal 
farm credit system.” I have been unable to find any provision which 
would increase farmer participation and ownership of the farm credit 
institutions beyond those which already exist , particularly ownership. 

Two. under the system of selecting directors for the district banks, 

» far as this bill provides, the cooper: itive borrowers would be per- 
seamently limited to one representative on each district board of 
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directors whereas the companion institutions—the Production Credit 
Associations and the National harm Loan Associations would be 
immediately, or very soon, entitled to two direc tors ot each district 
bank. : 

Three, the Government's large capital investment in these banks 
would be turned over to the d 


( 
would not be responsible to the Se retal of Loricnlture or to the 


] 


tion of a board of directors who 


rect 
President, a very unusual procedure which could establish a very dan- 
serous precedent with respect to other institutions and activities of 


government in which farmers have a large degree of interest. In the 
case of the Production Credit Associations, it is my understanding that 
they have no stockholder or othe proprietary interest 1m the institu 
ions for which the district boards would be responsible 
ae ] ‘° 1) 4 

our, the proposed franchise tax would be principally applicable 
to the 13 banks for cooperatives, as I understand the bill. If the pro 
posed tax had been in effect for the year 1952 when the net income 


for the 13 banks for cooperatives wa 54,182,793, the tax would have 
cost. these banks $1,045,698. An annual charge of this size and tyne 
against the banks wo ild make it more difheult and expensive i r the 
cooperatives, and the farmers wl 
ownership of these banks, providing that in this legislation or at some 


later time ier was made under which they could ultimately 


10 own ft] em, TO acquire ultimately 


acquire ownership—which is not now specifically provided in this bill. 


Five, if ownership and control by farmers of farm credit institu- 
tions 1 cha desi ible obiective. it might be desirable to consider the 
possibility of making these banks banks of deposit available for use 
by farmers. This is a logical extension of the objective set forth by 
the bill. I do not urge it As a matter of 


fact, if there existed any aad lemand on the part of farmers for a 


some of the advocates of 


bankine vstem of their own they are free to e1 ibark iupon vain a 


venture. 


wx. full account has not heen taken of the po . hi] ty oo a new and 
serious credit crisis arising in the case of agriculture (he existing 


farm credit institutions operating under the direct 

f Ago ! Iture constitute a cle sirable framewo! c for emergency situa 
Le wall avian in the futere:.. 1é is no than Hlenly 
ht we arise in the futur t is more than likely 
| 


ion of 1 he Secretary 


° tions which mig 
' 


ie futur 10 W 1] be necessary for tne 
Congress to establish still another institution to execute such mandates 


that. should some crisis arise in t 


as Congress might find it desirable to legislate. And in order to in- 
- sure the execution of such a mandate, it might find it necessary to 
create new Institutions which would be under its direction to an extent 


where it could reasonably expect to obtain sgullintaadiet The free- 
star or free-comet character of the proposed new Farm Credit Admin- 
istration is not likely to make it an institution which would readily 
respond to congressional direction unless, of course, action was then 
taken to repeal the proposed legislation should it have been enacted. 
It is a great mistake not to be fully prepared for emergencies in the 
tield of agriculture. 

Seven, finally, a factor which has tended to be overlooked in the tes- 
timony which I have read is the enviable reputation which has been 
earned by the farm credit system over a period of years in selling de- 
bentures and other securities in the open market, thus helping farm- 
ers to get credit at reasonable or competitive rates. Any institution 
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which goes to the investing public to obtain funds must proceed in 
offi ring its securities through a seasoning process. Firms and in- 
dividuals investing funds want to patisty themselves fully and com- 
pl tely isto the res} onsible character of 1n titution S borrowing funds 
on either a short-time or long-time basis; sai stability, « continuity, and 
a record of sustained 1 oe lity are factors that weigh heavily. 

Interest rates have rains but the securities of the intermediate 
credit and cooperative ai have remained in very high standing, 
which standing could be quickly lowered by the propos sed reorganiza- 
tion. Interest costs to farmers are an important item of cost and have 
always had an important place in the Index of Prices Paid by Farm- 
ers, as reported monthly by the Bureau of Agricultural Economies. 
Already we have in prospect an increase in interest rates, from 3.5 
percent to } percent, on loans issued by the Commodity Credit Cor- 
poration. Interest rates in most of the farm credit 1 nstitutions, espe- 
cially in the short-time credit field, have advanced substantially in 
recent years, 

Specific mappeet sons. Most of the advantages claimed for this bill, 
and none of the disadvantages, could be achieved by the appointment, 
pursuit inttoa pattern esti ablis shed by act of C ongress, of an advisory 
committee on farm credit matters to work with the Secretary of Agri- 
culture and the Governor of the Farm Credit Administration. The 
process for selecting its membership might very well follow closely 
the proposal outlined in the bill without doing any violence to the tra- 
ditional freedom vested in the President in making appointments. 
The system how applicable to district banks could be left unchanged. 

Meantime, this committee and its companion committee in the Sen- 
ate can advantageously continue to study exhaustively the whole 
farm credit picture and these institutions, looking toward improve- 
ments of a eradual character. More progress of substantial, perma- 
nent character would result, as opposed to the rapid changes proposed 
in this bill. In that process specific weaknesses or failures or a 
inefficiencies should be examined in detail, evaluating them: and, i 
they are valid, ste ps should be ti hea “nto correct them. As in the case 
of illness, we should postpone major surgery unless the need for it is 
proven and no symptoms proving the need of major surgery have 
been produced in this case. 

The Cuarrman. Thank you very much, Mr. Hendrickson, for your 
statement. Are there any questions! If not, we thank you. Has 
the Chair omitted calling anyone who came here expecting to be a 
witness today? We have no one else on the list. 

Since we have heard everyone, that concludes the hearings for this 
time. It is probable the committee will have to have 1 or 2 d: ays of 
hearings later to hear from the Department of Agriculture and possi. 
bly others who might care to be heard at that time. The committee 
will adjorn until tomorrow morning. The exact time at which we 
will meet then will be given to the committee members later, as soon as 
the Chair ascertains what time the House will meet tomorrow. 

(Thereupon, at 1:40 p. m., the committee adjourned until Friday 
morning, May 15, 1953.) 
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WEDNESDAY, MAY 27, 1953 


' ‘ > 
Hlouse or REPRESENTATIVES, 


COMMITTEE ON AGRICULTURI 


The committee met at 9:30 a.m., pursuant to adjournment, in room 
1310. New House Office Building, Hon. Clifford R. Hope presiding 

Present: Representatives Hope (chairman), Andresen, Hill, Me- 
Intire, Williams, Abbitt, Thomp on, and Jones. 

The Cruatrrman. The committee will come to order. This 1] 
was called rather hurriedly for the further consideration of TH. R. 455: 
Weare having a meetine this morning for the purpose o1 heat Ing wit- 
nesses from out of town who were here to attend a similar hearing in 
the Senate. At a later date we will have a further hearing ind hear 
from the Department of Agriculture and representatives of farm or 
wanizations. This morning we have another hearing beginning at 
10:32. so there is not much time to hear witnesses: but we will hear 
hose from out of town, There are just two witnesses present this 
mornings whom we will be glad to hear. 

(The bill, H. R. 5359, as amended, is as follows :) 


[H. R. 5359, S8da Con Ist sess 
A BILL To increase farmer partici) ) n ownership and cont o the Wadarval Ware 
Credit System. to create 1 Federal Farm Credit B ra te } ish certair f! . to 
mpose a franchise tax 1 certain f m credit institutions: and for othe purposes 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, 
rivh 
SecTIOoN 1, This Act may be cited as the “Farm Credit Act of 1953 


DECLARATION OF POLICY 


Sec. 2. It is declared to be the policy of the Congress to encourage and facilitate 
increased borrower participation in the management, control, and ultimate own- 
ership of the permanent system of agricultural credit made available through in- 
stitutions operating under the supervision of the Farm Credit Administration, 
and the provisions of this Act shall be construed in keeping with this policy. The 
Federal Farm Credit Board hereinafter provided for shall within one year after 


rn 


appointment make recommendations to the Congress of means, supplemeital to 
those provided by this Act, of carrying into effect such declared policy, including, 
but not limited to, means of increasing borrower participation in ownership of 
the Federal Farm Credit System to the end that the investment of the United 
States in the Federal intermediate credit banks, production credit corporations, 
Central Bank for Cooperatives, and regional banks for cooperatives may be 
retired 
FARM CREDIT ADMINISTRATION 


Sec. 3. The Farm Credit Administration shall be in the Department of Agri- 
culture. The Secretary of Agriculture shall report to the President with respect 
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two 
Te 
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rT 


‘ per ns and functior of the Fat Cred .dministration The Federal 
Credit Br rd. hereinafter provided f shall have direction, supervisio1 


ap ee , : ' i j operations and fut 





‘ ol? 
‘ +) There sh Ries nial . n the Farm Credit Administration, a 
hon Cosdit Baas erred 1 as the “Board” ) Said 
onsist of t e¢ ‘ ! Twelve of the members, one from each 
fa re d ( e | ed ‘ sh b wn ; appointed 
} ! appointed the Pr dent th the advice hd consent of 
senate I iKII af ( t ( » e Pre i ill have due 
) PDresel } ere ( ell ( farmers 
; Sie fi 7 rer ! ! ha give 
' ne ‘ ‘ } ( iricultura 
ad al 9 ‘ eive onsider nomi 
made s \ rhe 1 Hn the IStrict 
ité ( é I ‘ 1 ed a Vie 
A nate ; : ‘ es whicl ockholders or 
= ‘ strict 
ad l l eS 3 ! rhe M i thie , A srescribed = 
ni D ( and f) of t I Credit Act of 1937 r the nomi tion and 
f mar er of a . wt, y er } rd. excent t t on Iwo persons 
e highest el ' p } ( ded in the { fF nominees 
( isa re iit { y ep ! ire pres ie n il section 
P I ( ‘ 1 place as a 
of ad vot } ! t ! ti mn the 
; ail +] nrocedure pre ; ’ ection 5 (f he procedure pre 
ln: hans ® ow . il the tie i roke ind provided 
the Chat i e same ] one ‘ e he o1 h st « nominees of 
: d t ‘ ‘ d section 5 (e) 
( ‘ ‘ py l herwise his 
sag s ' per , g f votes Subsequent appointments 
made Ft, rec; ’ nd } I itions made in like manner 
Rac 1 member Board shall be a citizen of the United 
d have ‘ re nt of the far! redit district from which 
ae ‘ ear a ears next preceding his apopintment, and the 
Ov ray roy t ( | el nea (yy Lie is 
} ‘ ‘ N ) ember ¢ ! 
‘ f one an lt 
( ‘ I ‘ mers Mm 
: i esti » nexpired portion o ne term expiring 
toa fn No person shall be eligible for nomination 
oi1 P { mie ership as mnointe member ¢ iid Board if such 
‘ re he ! me of the term heen 
ey oy { ( I (‘redit A¢ I I On, ra salaried 
‘ ‘ e 4 l { ( I l del f on of the 
a Ad tra ! Anv ] \ ember of the district farm 
hoard ( 1M e! ber of ede Farm Credit Board 
( ! : member of the district board hefore assuming his duties as 


ber of the Feder ‘arm Credit Board. No person who becomes an 





Ine said Bourd } ble to continue to serve as a member 

enh pK n | member of any district farm credit board 

n lice oO! mplovee of ( Cred Adm istratic I officer or 

ee of anv « rporatio operating under the supe Visior of the Farm 
\dministratior 

The tet f office of the appointed members of said Board shall be six 


rs. heginning with the first « ay of the calendar month in which this Act takes 
t, and such members shall serve until their successors are dul appointed 

fied: however, of tl first appointed members appointed hereunder, 
be appointed for a term of one year from said date, two for a term of 
vears, two for a term of three years, two for a term of four vears, two for a 
of five years, and two for a term of six vears All vacancies in the offices 


} 


appointed members on said Board shall be filled for the unexpired portion of 
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the term upon like nominations and by like appointments as herein provided for 
the appointment of the first such members of said Board 

(d) The thirteenth member of the Board shall be designated by the Secretar) 
of Agriculture, shall serve at the pleasure of the Secretary, and shall be known 














2s the Seceretarv’'s represent tive on said Board He shall be a citizen of the 
United States and shall have been a res nt of the United States for not less 
than ten years next preceding his designation to membership on said Board No 
jie shall be eligib to be designated by the Secretary or to serve as the 
Secretary’s representative on said Board, if such nis a member of a dist1 
fit redit board i officer or ¢ piovee tf any corp tit operating under the 
ipervision of the Farm Credit Administration The Secretary's representative 
sha not be eligible to serve as chairman, vice chain n r s etal of the 
Board, but shall otherwise possess ll rigl al ) ilewe of membership on 
1id Board 
r \ ( s practicable ifter th menibersl iid Boa have een 
‘ is in t) Act provided, the 1 bers of iid | ! ect scribe 
e oath of tlic nad « il e bv elect rom é nt | 6! ers a Cl Bi 
da vice chairman d said Board sl appoint ecretary fro! ithin 
t m ership t SEC Tl l I ele int ill 
Cer OL One ear the iil l Ce ¢ I et 
eryve l thel es ! are elected nd ylke Tics Che } rl 
presid t i eet ind ( ] n | ( | 
( ihilitv of the chairma rhe Boa iy, in tl bsence of bot! cl ! 
ei ! pp t eml ( in ] tempore 
si n ers sh ( t¢ ( im of e ] he trar of 
b The Boa nay function ithstanding cies provid 1 quo 
erein established shall be present he I ! f 
ind p ‘ it may f 1 etermine ] l t fou 
1 meetin 1 year spec meetin may be held « ( he 
url ioral three embers of the Board 
f h member of the Bo | t | f £50 
] eol spent int pert 1 of h i ( whit ( per 1 i 
i ot be] l for more th en Dp 
I nee l l l} not d tot s f 
f e r em] f United S ch | C7 th 
! db vy ane l ! ( 
weictence ot} expens } t} ad 
‘ ! t ri AWS \ I ‘ \ 
’ of ‘ d bsistence ex oflic l ved pe f 
L} d es 
| I i l 
and s { } I) rl Lit { La ¢ }) 1 ‘ 
cts ind pi ceedings 
OF FARM ¢ s ON 
I ] ! (y ! I e | re \ 
I t t it te l 1} “Cs t VV st ry T 
f eB ad: 01 Ss of bh | d gen LIM ‘ \ ] 
Hiatt and ex { ( rie S} ! (it it }i¢ ] 
tl exe n of this Act \ ! nd ther f nad ( el t 
ma | Acts creating Ne ( rs, Tune ns d the | l t tA I 
istratiol Provided, 1 rerver, That pen re ( t of ¢ rn 
institutions supervised by the Farm Credit Administration, the appointment o 
all be subject to the approval of the President ; and during s 
resident shall have power to require the r \ of e Gover! 
oard shall fix the compensation of the Governor: Provided, That the 
* Governor shall not exceed $15,000 a year, together with nee¢ ury 
1 subsistence expenses, or per diem allowance in lieu theres thin 
the limitations prescribed by law, while away from his official station pon 
official business. 
(c) It shall be the duty of the Governor to comply with all orders and dire 
tions which he receives from the Board: as to all third persons, all acts of the 


Governor shall be conclusively presumed to be in compliance with the orders and 


directions of the Board 
(d) The Governor shall appoint such other personnel as may be necessary to 
carry out the functions, powers, and duties vested in the Farm Credit Adminis 











tration, subject to the provisions of the Classif tion Act. as amended. The 
\dministration shall consist of the Board, the Governor, and such 

r pers ‘ Ss are nploved in carrving out the fun ns, powers, and duties 
vested in tl Farm Credit Ad triiti i Lions, powel a lics of 
the | er Ld ex’ ut those " con ed | th Coard, 
c} li } ey sed nd 1 formed the G el nid y be exe! t and per- 


ormed b m tl ¢h such officers and employees of the Farm Credit Admin- 


istratic as he shall designate 

( The term of ce of tl nceunbent of the of Governor the Farm 
Credit Administrat n appointed before } { ve date f this Act and holding 
off n that date shall terminate on that date and said oflice shall thereby become 
vacant: Provided, That if as of that date a Governor has not been appointed, 


and qu fied, under this Act, the Secretary of Agriculture shall designate an 
Secretary to sery is A Governor of the Farm Credit Ad- 


i = it i 

ministration and such Acting Governor shall exercise and perform all functions, 
powers, and duties vested in the Farm Credit Administration until the appoint- 
ment and qualification of a Governor as in this Act provided The Acting Gov- 


ernor shall be subject to the powers of the Board when the Board has been 
ippointed and qualified 








R ONS I Ss Ol i ARD 
Sec. 6. It shall be the function and duty of tl rourd (1 see that the 
policies fixed by the Board hereunder ‘ ' l« 2 ‘ uire such reports 
as it deems nec iry from the Gover rol ny of the ollicials or corpo- 
itions under the control or supervis of e Farm Credit Adininistration 5 
(3) to make an annual report to Congress, including therein any recommenda- 
tions of amendments to the | Sl edera gricu redit: and 
(4) to exercise general direction and supery over the performance of all 
functions, powers, and duties vested in the G x when relating in the judg- 
ment of the Board to matters of a broad and general supervisory, advisory, or 
policy nature it shall function as at hout delegating authority to indi- 
vidual members and shall not operat i administrative capacity; and all 
administr e powers, functions, and duties of the Farm Credit Administration 
be exercise n verforme by the Gove! I 
OFFICES ABOLI AND FUNDS TRANSFERRED 
Sec. 7. (a) The offices of the Land Bank Commissioner, Production Credit 
(4 lone Cooperat e Bank Comr ssioner, ad Intermediate Credit Com- 
missioner are hereby abolished Che Governor shall designate an officer or em- 
f the Farm Credit Administration to serve t the ure of the Gov- 
as a member of the Board of Directors of the Central Bank for Coopera- 
s chairma t Si 1} d of directors, and S eXe tive flicer of said 
bank eu of the Cooperative Bank Com sione Che Governor shall desig- 
nate i omes or el plovee of the Fa i Credit Administratio 0 serve at the 


pleasure of the Governor as a member of the board of directors of the Federal 
arm Mortga ; i 5 < Commissioner. The 
Federal Farm Mortgage Corporati and it netions and activities are hereby 








transferred to the Farm Credit Administration and shall be administered therein 
nder the general direction and suberyis thereof 
inployees in the Department of Agriculture who are being utilized on 
e effective date of this Act prima for the perfor ince Of functions, powers, 
d duties heretofore or by this Act vested in the Farm Credit Administration, 
shall be tr: ferred to the ju diction and control of the Farm Credit Adminis- 
tration in those instances in which the Governor determines that they are quali- 
fied and neces iry to carry out the inctions, powers, and duties of the Farin 


¢) All assets, funds, contracts, property, and records used and eluploved in 


the exe tion of the functions, powers, and duties heretofore or by this Act 
vested in the Farm Credit Administration are hereby transferred to the juris- 
diction and control of the Farm Credit Administratior 

1) So much of the unexpended balances of appropriations, allocutions, and 


other funds available or to be made available for salaries, expenses, and all other 
administrative expenditures as the Director of the Bureau of the Budget shall 
determine for use in the execution of the functions heretofore or by this Act 
vested in the Farm Credit Administration, shall be transferred to and vested 
in the Farm Credit Administration. 








(e) All unexpended balances of ap priat s ‘ ns, or othet a 
ot i t wwe er oned n l ( ( ) f this ol i ( 
i! ( \ able for the eal vear ending June 30 >) ft e Far ed 
Administrat 1 and/or for the Secre ry \ ( tu ce t of the fun 
I i al ct es t rari Credit Aa i Le! a 
] n Credit ad ! ratio l ii ‘ @ ¢ ‘ 
ru 0 Ml activities of the Farm Credit .\ rat 

I 0 Oo 
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SK There ie b { ferred f1 i ay ( lit Admi tratic f 
the j Sal ol nd ¢ tr the Secretar ot g re e Div 0 
Cooperative Marketing (by wha el ( v called) zed and er 
unde ind by rtue of an Act of Congres f July 2, 1926 (Public, Numbered 
1 ni Congress). entitled An Act to ere ea Division of Co . 








dis inat f information pertaining to cooperation; to promote the 
edge of coop ive pl iples and practices; to provide fon it d 
CO he Secretary of Agricultul m Coopera ea t uthe 
COOpeE ( lations to acquire nterpret nd d } ite « ! i m ‘ 
infor) tion, and ft other purposes , togethel with a functions pertain gy to 
the work and services of such Division, its personnel, property (in ing office 
equipment), assets, funds, contracts, and records used and employed in tl 
( « on of if Punetiol powe 1 autres ii SO ( e UneXIKM dl 
balances of appropriations, allocatic nd other funds a ible o b 
avi ible for salaries, expenses, and all other adiministrative expenditures as 
the Director of the Bureau of the Budget shall determine, for use in the « t 
of the functions, powers, and duties of said Divisio The function f sai 
Diy on shall be assigned to or affiliated with such age or agencies of 
1 ent {f Agricuiture the Sec ete! ne 

FRANCHISI I x I \ ) 


Sec. 10. Section 25 of the Federal Farm Loan Act, as amended, is further 





amended by adding at the end thereof a new par: iph as follows 

“Notwithstanding any other provision of this 
land bank having outstanding capital stock held by the United States during the 
whole or any part of a fiscal year, said bank shall, after complying with the 
reserve requirements of the preceding paragraphs of this section and before 
declaring any dividends to shareholders, pay to the United States a franchise tax 
equal to 25 per centum of its net earnings then remainir not to exceed, how- 
ever, a rate of return of such Government capital equal to the average net interest 
cost of financing direct obligations of the United States during the fiscal year of 
the United States ending next before such tax is due (such rate to be determined 
by the Farm Credit Administration upon the basis of data obtainable from the 
Secretary of the Treasury ).” 





ct, in the case of a Federal 

















the 





adding 





i me rig ph as follows 

( rod ol redit cor I i he end of each fiscal year 
- earnings describe n é ‘ ) this section in accordance 

subse I | Ss sectic and (2) apply 
on other s rces, f the yinent of iv operating ex- 

re nit to restore losses and impairment 
! I Col I ‘ ) i enance of 
‘ } er centu el l-in « tal the corporation ourth, 
! } thre remaining 

| ( \ h, to the payment the remaining 

‘ nh . 
~ _ ( { I i , = ! led to read as 
| ‘ ' B r Co eS e em il ve 
I ts ¢ ( ng Dernse¢ a l h tis 
| I eS i? Y S ( to ¢ ( ( tis ( thie 
‘ ( ct re ! ‘ rine 

I I l eENVce of 

( ) ( ] ¢ S l equa 

’ y nt urth 
i I Stat durin: 


e fise ( next pay to the United States 
net earnings then remain- 





7 eve ch G ernment capital equal to 
f t gatior f the United States 
e Ur S I r next before such tax is due 
( t Administration upon the basis of 
S f I ind fift) ‘main 
b ! l ley the \ idends, 
el ( e ( i } oa Subscribers the guaranty 
’ le ( ts ‘ ( ' to the 
No rate l n ¢ ( ‘ ( m per n he paid 
| ‘ ’ 1} I Or \ I I r the Governor 
‘ ( he i rice SOC 
I \ ended 
§. Section 42 of the Farm Credit Act of 1933 is amended to read as 
: yf section 3° C ends ind the provi ns of section 36, as 
the case of banks for cooperatives in the same manner 
nd é ‘ e] iS Slik prov I il’é pp ble to e Cet tral Bank for 
Coon exc hat power! erred on the Chairmar the Board of the 
Ce Bar r Cooperatives shall be exercised by the boards of directors of the 
itives, subject to the approvy 1 of the Farm Credit Admin- 


MEMBERSHIP OF DISTRICT FARM CREDIT BOARDS 


14. Soot = (bh) of the Fart dit Act 1937 is ended to read as 
There ill be in each farm credit district a rm eredit board which 

( a ereinatter spe fied nd sha be com) “ld seven member 

edit board sha ( ts title the nam tl itv in whict 
the Federal land bank, Federa termediate credit bank, production credit 
on 1 regional bank for cooperatives of the district are located 
rT a the se n members of said board shall be known as elected directors. 
‘ hom one sh: he chose DV national farm loan associations, one shall be 
< er Vv production credit ssociatic of the distriet, and one shall be chosen 
by cooperatives which are stockholders or subscribers to the guaranty fund of 
‘ nal bat for cooperatives in the striet Subijec to the other provisions 


ereof, three of the seven members shall be known as district directors and shall 
1 ippointed by the Governor of the Farm Credit Administration by and with 
the advice and consent of the Feedral Farm Credit Board. The seventh member 
of such board shall be known as director-at-large and shall be appointed by the 
Governor of the Farm Credit Administration by and with the advice and consent 
of the Federal Farm Credit Board Each farm credit board shall elect from 
its members a chairman and vice chairman, and shall appoint a secretary from 


within or without its membership as it may see fit The chairman, vice chair 
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miuain, and secretary shall each be elected for a term of one year and until their 

successors are elected and take office and the board shall elect such officers each 

year. The chairman shall preside at all meetings and the vice chairman shall 

preside in the absence or disability of the chairman he board may, in the 

sence of both the chairman and vice chairman, elect a member to act as chair 
an pro tempore.” 

Sec. 15. Section 5 of the Farm Credit Act of 1937 is amended by striking out 
the entire text of subdivision (d) thereof and inserting in lieu thereof the 
following 

‘(d) (1) The member of the farm credit board of each farm credit district 
known as the ‘third district director.’ who is in office on the effective date of 
this Act, shall serve as such until his term of office expires Thereafter, there 
shall he no inember of the district farm credit board to be known as the ‘third 
district director 


‘(2) Notwithstanding the above provision with respect to the appointment 





district directors, one additional member of said board shall be elected by 
each of the groups aforesaid (national farm loan associations and borrowers 
through agencies, production credit associations, and cooperatives which are 
tockholders or subscribers to the guaranty fund of the regional bank for 
yperatives of the district), and serve in lieu of a district director, under the 
g circumstances and conditions: 

Whenever, as determined by the Farm Credit Administration, the sum 
of the capital stock held by national farm loan associations, surplus, and reserves 


of a Federal land bank shall equal or exceed 6624 per centum of the total of 





the capital stock, surplus, and reserves of such bank as of the date % months 
efore the expiration of the term of office of the district director (or third dis- 
trict director) whose term next expires, the successor to such director shall be 
elected he national farm loan associations of the district in the manner herein 
provided, shall be known as an elected director, and successors to that office 
iall be so elected and known from term to term while such conditions obtain 
Provided, That if and when, as determined by the Farm Credit Administration, 


1 conditions do not obtain as of the date three months before the expiration 





of the term of office of any director so elected under the provisions of this sub- 
paragraph, the successor to such director shall be appointed by the Governor 
if the Farm Credit Administration by and with the advice and consent of the 

leral Farm Credit Board, shall be known as a district director, and sue- 
cessors to that office shall be so appointed and known from term to term for 
such terms aS appointment is not precluded by the election of an additional 

rector by one of the groups aforesaid as herein provided: And provided further, 


Chat such nationa! farm loan associations shall again and from time to time 





elect one additional director as aforesaid if and when the required conditions 
named in this subparagraph shall be determined to obtain as aforesaid 
(B) Whenever, as determined by the Farm Credit Administration, the sum 


of the capital stock held by persons other than the production credit corporation 
of the district, surplus, and reserves of the production credit associations 


collectively) of a farm credit district shall equal or exceed 6625 per centum of 
the total of the capital stock, surplus, and reserves of the production credit asso- 

itions (collectively) of said district as of the date three months before the 
expiration of the term of office of the district director (or third district director) 
whose term next expires, the successor to such director shall be elected by the 
production credit associations of the district in the manner herein provided, 
shall be known as an elected director, and successors to that office shall be 
so elected and known from term to term while such conditions obtain: Provided, 
hat, if and when, as determined by the Farm Credit Administration, such condi- 
tions do not obtain as of the date three months before the expiration of the term 
of office of any director so elected under the provisions of this subparagraph, the 
successor to such director shall be appointed by the Governor of the Farm Credit 
Administration by and with the advice,and consent of the Federal Farm Credit 
soard, shall be known as a district director, and successors to that office shall 
be so appointed and known from term to term for such terms as appointment is 
not precluded by the election of an additional director by one of the groups 
aforesaid as herein provided: And provided further, That such production credit 
associations shall again and from time to time elect one additional director as 
aforesaid, if and when the required conditions named in this subparagraph shall 
be determined to obtain as aforesaid 

“(C) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock and subscriptions to the guaranty fund held by cooperatives 


























which are steckholders or subscrib to the guaranty fund of a regional bank 
for era es, surplus and reserves of said bank shall equal or exceed 6644 per 
e] the il capital stock, subscriptions to the guaranty fund, surplus and 
as of the dat ee months before the expiration of the 
ottice th | I rec iT tr t director) ose term next 
‘ ‘ ‘ i} the pel s which 
l el ! ind of iid bank it manner 
nr ( be now is mn ¢ ada tor, al successo to that 
‘ ‘ d and known 1 erm l hile s conditions 
P | 1 t ‘ I Farm Cre Adm s 
! ‘ ‘ re onths before the 
f SO ¢ d unde pre ions of 
‘ S } pointed by the Gov 
| ( \ | 1 nt of 
I ( | ! ( rect ind su 
( es } I a é 1 for such 
| ele f \ d director 
) i as ely 1 wre ded he | t 
‘ \ ‘ ribers to the guaranty fund 
I 1 © ¢ ie i onal aire or as 
et t S hank in Ss su 
e¢ ) / hat » 1 } 
’ ! fice ( re than two me 
} ' 7 Ve ‘ ‘ pre a? 
! ‘ f vhi ‘ ib bers to 
re ‘ hank tor cooperat of the distr t) ind provided further, 
rh we ri ( v1 ps 1 nile e tt sand pro ous hereot 
ecome qua ed t ( n additior director pending the expiration of the 
off of ¢) rict rector r third district director) whose term next 
eX ence I ( en, fil t ; ol tari oun assoclations and 
l agen next to prod on credit : miations, and next to 
pe vh ‘ ockholders | hers to th guaranty fund of the 
eric nk for ¢ rat s, to el dditional director as herein provided 
tel ot hee dis ct direct S n the third district director if 
he be n office, expire 
Any o rp sions of law to the contrary notwithstanding after 
the ¢ tive ‘ f \ tiol redit association may, with the 
f President of the Prod n (redit Corporation and of the Farm 
Credit Admit ifiol SSI n ng ferred stock, to be known as class C 
stock, W mi e purchased and held by production credit corporations and 
f P d That th suance of such stock shall be authorized by 
ot n ( tha two-thirds of the uutstanding shares of class A stock of the 
er than shares held b he Production Credit Corporation) by 
( { I ePrson ol yo pr v\ nd bv vote of ot less th two-thirds 
of thy l nding shares of class B stock of the association by the holders thereof 
pers or by proxy; and for this purpose holders of class A stock (other th: 
e Production Credit Corporation) and holders of class B stock shall be entit 
I one te for each share of stock held by them 
(b>) Such class C stock of such associations shall be divided into shares of 
S5 enc! The resolution of the stockholders authorizing the issuance of Class C 


stock and every certificate of class C stock issued shall state and express the 
privileges, restrictions, limitations, and qualifications affecting said stock, and 
the total amount of the authorized issue to which it belongs 

(c) Such class C stock may (1) be made subject to redemption in such manner, 
at such time or times, and at such price or prices; (2) be given such preferences 
as to net assets upon dissolution of the corporation, whether voluntary or invol- 
untary; (3) be given the right to receive such cumulative or noncumulative divi 
dends payable quarterly, semiannually, or 





nually, and payable as a whole or 
n part before any dividend shall be set apart for or paid on class A and class B 
stock; and (4) be made subject to such other restrictions, limitations, and quali 
fications: as shall be stated and expressed in the resolution of the stockholders 
authorizing the issuance thereof and in the face of the stock certificates. 


APPROPRIATIONS AND EXPENDITURES 


Sec. 17. (a) There are authorized to be appropriated such sums as may be 
necessary or appropriate for administering the provision of this Act: Provided, 
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The cost of examination and of administrative supervision of the Farm Credit 





Administration shall continue to be supported hy assessments against institutions 
supervised by the Farm Credit Administration as provided in the Department of 
Agriculture Organic Act of 1944 
(b) Farm Credit Administration may, within the limit it funds available 
therefor and subjec to provisions ol iw generally ap icable to government 
igencies, ke necessary expenditures for personnel services d rent at the 
niment ar elsewhere; contract enographie re] g services; 
pu ase and exchance ¢ awbooks, books of reiferen periodicals, newspapers, 
expenses of attendance at meetings and conleren : irchase, operation, and 
Ii} tl | govern el )) elle 
¢ I ‘ l tl \ | g nd I { 
other ervices as it may from time me fit ‘ oI 
I ‘ 1 ll I f th AC 
8. ‘TJ \ ce effec ne hundred and t\ vs after the date 
S ¢ l } I mediate wing the ¢ el 
of tl \ ‘ qi \ ! hil e ( signa 
f noliin le . } ) | bers ¢ e be I 
Kat Cred 1} l ) | ( na if ( vdvar I 
e el ive date of Act to enable said Board to prepar nter upon the 
( hare it al eS a the ¢ Y ve date of this A tnd a the eilective 
dat {f this Act, tl com iti f I ral embers shall 
Lie l provided herein, fre the date on wl the ppol s became 
et ( f funds available for the paymen dministrative expenses 
of the I mn Cre Admin ition 
SEC. 19. All Ac or pa t A¢ inconsistent with the pr ns of this Act 
ire hereby re ‘ » the extent of such inconsistency 
SEC 062-2 ny provision of this Act, or the applicatic« thereof to any 
person or circumstances, is held invalid, the remainder of tl Act, and the applica- 
ion of such provisions to other persons or circumstances, shall not be affected 
therel 
(b) The right to alter, amend, or repeal this Act is hereby expres reserved 
Lhe CHAirys 1 rove cal yrftney CSS live bee presented 
re WV I LWO SLale Clits, Olle DY Roy Ie Hendt KSOn, executive secre 


tary of the National Federation of Gra Cooperatives: and the other 
by Os iv He me, pre dent of the Farmers Grain Dealers Association 
of Iowa, both of them In Opposition to the revised bill as well as to 
the ome@inal bill. Without objection, those statements and the fon 


warding letters will go in the record as a part of this mornn 


(The letters and statements of Mr. Hendrickson and Mr. Heline 


are as follows:) 


FARMERS GRAIN DEALERS Asst ATION OF IOWA (COOPERATIVE 
Des Moines 9, lowa, May 26, 1953 
Hon. Cirrrorp R. Hor 
(] an, Com C’e OO) loriculture, 
The House of Representatives, Washington, D. ¢ 

Dear Mr. Hore: I have just learned that your committee will hold a brief 
hearing Wednesday, May 27, on H. R. 5359, the farm credit reorganization bill 
This is H. R. 4353 as substantially modified by the Budget Bureau and the U. S 
Department of Agriculture 

I wish very much I could testify in opposition to H. R. 5359. On Tuesday, 
May 26, I had an opportunity to oppose personally 8S. 1505, which is similar to 
H. R. 53859. 

My written statement made to the Senate Committee on Agriculture and 
Forestry is attached. I would greatly appreciate it if this statement could be 
inserted in your record of Wednesday’s hearing, together with this letter. 

I am unable to attend the hearing because the board of directors of the Farm 
ers Grain Dealers Association of Iowa, a cooperative with more than 300 mem 
ber grain-marketing local cooperative associations, is meeting at that time in 
Des Moines. As president of the board I must attend that meeting 

Sincerely, 








OscaR HELINE, President 
33544—53 8 
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M OF Oscar HELINE, Marcus. Iowa, PRESIDENT OF THE FARMERS GRAIN 
I s ASSOCIATION OF IOWA, A COOPERATIVE, AND MEMBER OF THE BOARD OF 
( rHE Farm Crevir Bboarp or OMAHA, NEBR. 
] é 1 12 l is ne ¢ ‘ ourd lire s of the Farm 
B d of Omaha I have ed as president and nember of the board 
so hie ers Gra I) ers Associat 1 of lowa, a cooperative, 
{ I na furme M low: nd | e engaged in farming 
he Tov COOT ew I se e as pres I nd which is a 
he N | | I Coopel eS 1 of whose execu 
mittee Ia i memb V to d ciate itself from the endorse 
f S. 1505 orig ntre d and oditied by recom 
rest ed | I). M e, Under Secretary \g ulture ul 
‘ ! ‘ i d pete ha l hive el his position 
‘ ed leg itiol iInnec iry and ca eid to very serious and pel 
ig he y l s and service provided by the Farin 
\ istratior 
eg pre with respect especially to the arguments of its 
f ‘ l ‘ ‘ ‘ es are epared and ready to provide 
ca ime the « hiy nd conti of the farm credit system 
| wishful thir I 
ctu he b Ip] ted | the United State Department of Agricul 
| des neither n p no ntrol bec se the Budget Bureau has 
] e] f f the Pre ent l ng the system loose as long as the 
ernni ( nvested in the systen Unless the obje e is to weak 
troy the s f ie da en Government capital can be iven up 
W ihead of us 
‘ = nded Ih t he TM i Oa ecta ‘ i I I t ew b ard v 
| ‘ 12 members by the Pre lent, and the 13th by the Secretary 
\ ome up h le ve proposals in 1 year’s time to return 
e { ‘ ‘ { t and vstem is to be turne oose to dire 
1] M Ly ne of he idea of farmer-ownership and farmer 
pit ns we f ppeal 
| ] \ ing follow w ly a program that looks toward achiev 
f ) ( ership and I hile iving up the standing, the strength, 
St nd ‘ ties that rmers now have and ie. That is too big 
rice | i the program proposed is premature inless, of Course, the 
jective is to weak or des thie ten 
The hanks for cooperatives, c sti of 12 district banks and a centr bank, 
e pl ded nvaluable sex e to farmers through the cooperatives they 
e « ied ») thems es in m: eting, purchasing far supplies, and 
Ces Chey ] e obtained not only credit but invaluable guidance and sound 
r problems. Neither the credit nor the guidance were or 
i t here 
In the ise of my own cooperative, which has a membership of more than 
Md le erail irketing cooperatives, our regional and its members use this 
edit svstem 
Our 1 mal alone has a ¢ tment of ST million. At present we owe noth- 
But ter this year during the heavy marketing periods for soybeans, corn, 
1 othe ns we will draw on this commitment of funds, perhaps all of it, 
finance our marketing program Our business has been built up on the 
umption that we can obtain this credit 
if the Government capital in the cooperative banks, now $178.5 million, is 
rned | k to the Government prematurely, the banks will have insufficient 
sources to obtain from the investors’ market enough funds to carry on their 
isiness And these banks will be under severe pressure to do that because 


be appointed will consider that they have a mandate from 

ncress to do that 

I have the feeling that many of those who want to tamper with this system 
redit are continuing a project begun when farm economic conditions were 

ite different than at present. Then agriculture was at one of its peaks of 
speritvy when credit was abundant, 

Now advan and credit ir 

fi t te reasonable The 


l 


interest ng 


rates 


nat 


are 1 agriculture is becoming more 


ites increase in interest rates is coming 


a I 
of a det 


lining price level for farm products. 


a time 
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Chis is therefore not the time, it seems to me, to weaken the system of farm 
credit. 
And weakening it will be the result if we reduce the resources available t 


the system. In the case of the banks for cooperatives it is essential that the 
various banks be kept strong or they will no longer be entitled to the prime rate 
At r last board meeting of the Omaha bank, we ere forced to advance our 


imterest rates for the Omaha bank for cooperatives a quarter of 1 percent for 


5 f oY 
ClaSSeS OT |OanNS 


If the Government's capital in the bank was withdrawn, this rate wou re 
advanced at at e when the trend in farm cooperative savin 3 downward, 
e elk hg er farm prices and income 








We j) Ve 
tion. ¢ ! p R. He 
f / } } on A culiw 
Hlo t R resentat Wa dD { 

DEAR Mr. Hot Recently I testificd | ) he Con ttee on Agriculture 
ypposition to H. R. 4355. Now that H. R. 5859 has been introduced in line with 
the re end ns 0 e Budget Bureau and the Department of Agricul 
I he te t SK for a tional time t ( ty 

Howeve hree m I f this federatio ill in K i h l that 
In ‘ r thei D H. R. 5359 rhis m I testifi oOppos 
tion t ( } nio ) - 1505, before he Ne ite Col Le on Agi re 
ind Forest y 

It would save time and serve the interests of r membership if the attached 
tatement in opposition to S. 1505 could be placed in your record as representing 
imilarly our opposition to H. R. 53 

The three Kansas organizations are as follow 

The Farmers Co-Operative Commission Co., a cooperative with headqu 
ers at Hutchinson, Kans. 

Che Equity Union Grain Co., with headquarters at Kansas City 

Che Farmers Union Job! Association of Kans Cc 

These regional cooperatives and their hundre of member associations serve 
large numbers of Kansas wheat producers and many in nearby states, with great 
efficiency Chey are conservatively financed, and their service for farmers 
marketing and storing grain would be ss effective if the cooperative banks 
were weakened as is cer n to be the result of the ssage of H. R. 5359 

Sincerely, 
Roy F. Henprickson, E.recutive Secretari 
. 
STATEMENT BY Roy F. HeNpbricKSON, EXxecvutTi SECRETARY, NATIONAI 
FEDERATION OF GRAIN COOPERATIVES 
S. 1505, as revised ad modified pursuant to the recommendations of the 
" United States Department of Agriculture, as well as in its original form, is pre 
mature and unnecessary It is confusing as to objectives and purposes. 

We oppose it for many reasons, including those outlined below 

1. Instead of cont tir to the lining of government, it will cor 
tribute another floating-star agency, ing expense without values justify- 
ing such increase 

In recommendation No, 12 of the report of the Hoover Commission, of which 
your distinguished chairman was a member, it was stated in the report entitled 
“General Management of the Executive Branch :” 

“The nerous agencies of the executive branch must be grouped into de 
partments as nearly as possible by major purposes in order to give a coherent 


mission to each department. 
“By placing related functions cheek-by-jowl the overlaps can be eliminated, 


and, of even greater importance, coordinated, policies can be developed.” 
This bill is inconsistent with that wise recommendation of the Hoover Com 


mission. 
The Farm Credit Administration was created by Congress with bipartisan 
support in 1933, reflecting discontent over the many separated credit agencies 














‘ ea ilt ( S { 7 tere Loe eS Wel pundied UD 
' ( eff ‘ org rie 
I d status t 1D he Department o 
‘ later so \ pressed in the Hoove1 
i i An pil i V Deiplhg 
1) ‘ coher Ss 
‘ I | ) concel he 
D \ | f an 
< é - t i i h the Mepart 
‘ ‘ re } er I | nto it 
‘ dy 
e Ts bb ej 
, 7a - ' ; oe 
e P ( ad | ng 
( ne \ ty Ni 
| vernment 01 
ce f ei oO re res] yY with rea 
f ! yr t] Seere f l ea 
ré ! e na ire t an ( t espe m hel 
] ‘ price ( nee S Lite intere rates 
re 1 credit is ht 
At ( ( I e reas lat it sac 1dditional 
re ‘ ‘ il eir coom ive with it ng v1 dva 

I OV ( 12 dire sv ni « ad Sot ‘ i lp) pao ivVs p 
ve : nad her « Phat expense, if t ‘t To days each 

ir, W d be $45,000 for sala Llome If they 1d mod expenses of 510 pel 

e in Washington, that would be $750 apiece, or a total of $9,000 addi- 
eing a racle that pe isitors to Washi on « i live on $10 
hen there w d be the if travel and meals en route hich could 
‘ ther $25,000 or even $50,000 rhe expenses of tl Board could range from 
SOUL000) i n S100,000 ll to be borne by 
s through assess nts for n rpose so far proven to have a total 
va ‘ lO ‘ < 

,; J r I | ¢ in this b hat 7 es that Vv savings will be achieved in 
thie j nis itio! i] ict t! der the nresent s em the Farm 
Cre ‘ tion | he best record of reducing costs in Government for 
inv agency wi an increasing workload over a period of 12 years 

rhe com] sons below, for the years 1940 and 1052, speak r themselves 

In 1940, the Wash ton personnel of the Far Credit Administration 
{ 1,508; in 1952, the Washington personne i 91 
n 1940, the personne! ¢ oved by the dist inst tions of the Farm 
Credit Administration totaled 5,991; in 1952, the district personnel totaled 
117 
>) In 1940, the d ir volume « oans made by the Farm Credit Admin 
itic led $ ) In 1952, the dollar volume had increased more 
than 4 times, t 937 
VW a ( nt has a record that compares with tha 

5. The bill offers no firm, or even half-firm, promise of reductions in the cost 

of credit by ny other avenue for farmers Does anyone claim that the Board 

° ris obtain money at a rate lower than the prime rate, which is the rate 
the present institution has been able to obtain? Is there some magic avenue open 
t ver money interest charges that this Board can traverse? 

Actually the reverse is in prospect Che Board will have a sort of mandate 
in this bill to return prematurely, overhastily, the Government’s investment in 
the institutions Further, a sort of bait is held out that the Board will be able 
to appoint the Farm Credit Administration Governor if the Government’s invest 
ment is retired rhus, retirement of the Government’s investment is set up as a 
virtue What will the result be? Obviously those who invest money in Farm 


Credit Administration securities will note the reduced resources of the system, 


and they will charge more for money in the form of interest, which cost will be 


passed on to farmer borrowers. Will that be a virtue, too? Higher interest 
‘or farmers in debt today is a very serious matte It is deadly serious, a 


i r 

case of an advancing cost of doing farm business while farm prices are declining, 
with tl 

point 


1e short-term indebtedness of farmers at a high—perhaps a record high 
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arn s Who obtain CCC loans alrea face an increase from 3.5 percent to 
perce On Those loans That change in rate a product of a decision in recent 
weeks by the Department of Agriculture, pressed by the bankers who have their 
wi ept ot ri for bankers 

\ e to have rity for those who supply and service farmers while we 
he d rd be Vv parit things that farmers sell? That higher rates 

inferest tO Farm Credit Administration borrowers would follow in the wake 
of pi ge of this b : e of the most certain of e train of events it would 
set int 

o Lnothe bijection is that no cleancut case proving that the present system 

fauit or lalling in providing prompt and economical service has been made, 

If there is some failing. some serious fau let it be outlined here in detail 
and an opportunity to answer provided to present Farm Credit Administration 
officials Chey ® with these problems—they don't e in the field of pure 
the \ 

rhe bill proposes to abolish the posts of four Commissioners. I suppose some- 
one will claim that as an economy while failing to tell who will take over the 
work they do and what that will cos Many claims for economy made by pro- 
ponents of organizational charts, highly publicized at the time, remain un- 
proven to the end of time 

7 Ame major objection is the possible damage to the future effectiveness 
of the banks for cooperative in meeting the calls made on them for credit and 
ervice 


In that connection, the newly published report of the hearings held on Wednes- 
day, March 25, by the tlouse Subcommittee on Agricultural Appropriations throws 
out welcome light. In part III of these published reports, starting on page 1006, 
the Farm Credit Administration and its program are reviewed 


ae +} ; a aan 
mut that on Deeember 351 last he co-op banks had $178, 


Testimony broug 





apital and $20,483,000 in capital furnished by borrowers. 
Che banks also had a reserved earned surplus of $25,664,727.84 and unreserved 


earned surplus of $45,837,540.79, this report states 


500.000 of Govern 


As of March $1, Il have learned that the stock held by cooperatives dropped to 
) 


060,500; that the legal reserve Was $16,549,727; the reserve for contingencies, 


95,000; and earned surplus, $47,465,200. 
tobert Farrington, cooperative bank commissioner, who is also the acting 
assistant to the secretary on all credit matters, announced at this hearing that 








it is intended to return S28.5 million of the Government capital in the banks to 
the revolving fund Phat would leave $150 million so invested. 

Mr. Farrington then went on to say (p. 1040) 

The only ene of the 13 banks for cooperatives that has authority to sell 
debentures is the central banl rhe central bank has $110 million of debentures 
in the investment market It has only been in the investment market 3 years, 
The bankers we have talked with tell us that the investors look at the availability 


of that fund as something which supports these debentures in the market and 


that our interest rates would probably go up substantially on those debentures 
ind our salabality might fall off substantially, too, if the Agricultural Marketing 
Act revolving fund was not there to support the debentures 

We feel that fund should remain available until our debentures have been 
better seasoned in the investment market.” 





Later, on page 1041, 4 Farrington, who is certainly an expert on this sub 
ject, argued that the $28.5 million should be left in the revolving fund, in these 
words 

‘As I say, we think we can return the $28.5 million to the revolving fund As 


long as it is able there we have no question because it will not disturb in- 
vestors. But linute they take it out of the revolving fund, and put it into 
miscellaneous receipts, it indicates a trend toward depletion of the funds, and 





it might disturb investor 

At another point, on page 1036, Mr. Farrington was explaining the need for 
the banks. He said: “* * * Our best estimates are that 80 percent of the 
loans made by these banks for cooperatives could not be made by any other 
institution under the same terms and conditions.” 

The bill supplies no assurance that the revolving fund will be left—indeed, 
the theory of the bill is to return Government capital and sue for full divorce 
from the United States Government without delay. 

8. At the present time the central bank for cooperatives can sell debentures 
but the co-op banks as a group are not authorized to market consolidated deben- 
tures. Separate legislation to authorize this would be useful—a greater con- 
tribution than anything provided in this bill. 
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9. Overlooked by some who appear to be in a hurry to retire Government capital 


the fact that the co-op banks n borrow funds at a maximum ratio of 5 to 1 
relat to its resources Mr. Farrington has said in testimony that 3 to 1 
x ! mit in ‘ ‘ thre green quatt of ¢o-o] bank deben 
‘ I] kno he m« ’ i ‘ 
If ft] G ernment capita Was returned. the iiks W ild have insufficient 
eSOUT : tio of 3 to 1. or 5 to 1. or even 10 to 1 » obtain enough funds 
ce loa p toa magnitude of $425 million, a loan tot nearly reached on 
by the « p bar Is he jp lt ed ¢ a theory of 
( 1 es t ersewher Y ci 
oe ess tf ntention is to curt or ¢ e out tl iseful credit program 
the | m Credit Administr ‘ then Government enpit Will be necessary 
The intermediate credit banks a owned by the 
Gi I 
G I ! } | mppoimnt 
} B ‘ Ia Cred \ I 
g ed ‘ } { ti Sid a 
} S t} ) ad ‘ ‘ ‘ io a ed 
\ . 
! | s of the bill 
| t I} et ers re r 
} hie ] \ tri or 
l ! he Seere tin usfer 
( \ R ’ Ss 1 ment 
Wi i } matter 
g s ] this D 
i ¢ ! ! ~ a vote 
? ] ay \ ote ray } ij j ] ! | | n of 
Cre ‘. I i ! ( niv te less 
I cle a he re es R blican 
‘ LA \ ] ~ 
I ! ne 
i tlor 
ul op I and 
} 1) | rt ( 1 ‘ ( if ded 
a not n l } ‘ ; ? in the 
{ i ( } nN e 
) ‘ 
\\ { l h 1 ( 
| ( ‘ | fh) } } NI r —D 
And Vlorgante W. Va. 4 ( 1 » National 


STATEMENT OF J. D. ANDERSON. MORGANTOWN, W. V: 


A, 
MAN, NATIONAL ADVISORY COMMITTEE OF THE PRODUCTION 
CREDIT ASSOCIATIONS 


Mr. ANprerson. Mr. Chairman and members of the committee, my 
name is J. D. Anderson. IT am chairman of the PCA National Ad 
visorvy Committee. This committee is co} posed of 1 members, 1 
from each of the 12 districts of the United States. These members 


of our committe e are ele t¢ d by the directors of our Joe al associations, 
and they in turn are ele ted by the members ot the as ociation. After 
presenting my testimony here on May 12 in behalf of our bill, I, 
with some of the members of our committee and the NFLA National 
Advisory Committee, met with the President’s personal counsel, the 
Director of the Bureau of the Budget, and representatives from the 
Department of Agriculture. Also members of our joint farm credit 
committee, composed of the national farm organizations. 
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At that meeting we cdliscussed the proposed amendments as we have 
in our bill at this time, and after our second meeting we approved 


what we now have before us. At that time some of the members 
of our committee had to leave. They were all here for the hearing 
but some of the fellows had to vo home. I called each member of 


our committee who was not present at the meetings I have just mel 

tioned in regard to the proposed amendments. Every member of 
our committee, with the exe ‘ption of one, approved the amendments. 
We as a whole ve nm favor ot the proposed amendments by the 
Department. 

The Cnhamman. If the committee should adopt these amet 
ments in its further consideration of the bill, you and your group 
would favor the bill as amended ? 

Mr. ANpDERSON. That Is right. We heartily endorse the bill as 
annie} ded. not only our committee but we have taken if up with the 
directors in the field in our respective districts. It is favorable t 
them. 

The Crairman. Are there any questions? If not, we 
verv much, Mr. Anderson. 

Mr. Anprerson. Mr. Chairman. I want to take this opportunity to 


] ] 
thank you and your committee 


h ink Vol 


for allowing us to appear at this time 


It certainly isa oreat accom! iodation to us. 
The CuatrrMan. Thank vou very much. We are always elad te 


} 
l 


have the organizations which you represent, and vourself. before oun 


committee because it is a help to the committee. We appreciate youl 
bell g here this morn oO, 
The next witness will be Mr. Sam Bober, the chairman of t 


national advisory committee of the National Farm Loan Associations 
We are olad to have vou, Mr. Bober. \\ will bye pleased TO hen 


from you at this time. 


STATEMENT OF SAM BOBER, CHAIRMAN, NATIONAL ADVISORY 
COMMITTEE OF THE NATIONAL FARM LOAN ASSOCIATIONS 


Mr. Borer. Mr. Chairman and members of the committee, we appre 
ciate the opportunity of again appearing before your committee to 
testify in behalf of this new H. R. 5359 and the « larifving amen 
ments agreed to | \ thre ponsors of this bill and representatiy es of the 
Department of Agriculture. These amendments clarify the po 
tion and poli Vas to Tuture ow nership and control of the various units 
under supervision of the Farm Credit Administration. This farm 
eredit bill will shift the responsibility ot Operation from the F: 
Credit Administration in Washington from 1 Government appointed 
official to 12 men qualified by agricultural and farm-credit experience. 
Its contact with land and its problems provide a good background 
for farm credit policy. We feel that 12 heads are capable of doing a 
better job for agriculture than 1 because of their practical acquaint 
ance with ever-changing problems in the 12 different district in our 
country. 

This bill also delegates more authority to farm credit district boards, 
where they are better acquainted with local area problems and more 
capable of finding the answers on a local level. Our national advisory 
committee, representing the wishes of the vast majority of our 300,000 
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members who own the 12 Federal land banks and who are directly 
ntere ( | “Al d who will be alte tec hy the Drovisions ot this bill ap- 
prove this new bill w th the amendments. We believe that along with 


bhne 1 hie Iples oT par t(vanad support prices for basi crops, which have 
. ; , 

helped our farm industry to make vast progress in 15 vears, this bill 

encouraging farmer participation, full ownership and control of the 


farm credit ystem by the farmers and stockmen will make a big step 
forward and put farmers on their own feet to have better control of 
their business and to be better able to contribute to the stability and 


prosperity of our Nation. 
I know during the last 30 years we have had various types o1 relief 


but I believe this offers us an opportunity for the first time to estab- 
cradually a cure for the 1 rm problems. Our national advisory 
committe stro aly recommends the passage of this bill. 
Phe Cuaimman. Wethank you very much, Mr. Bober. ‘or your state 
ment and for you ippearan e before the com litfee and your previous 


appearance, VW ich have been very helpful to the comunittee. Mr. An- 
dresen ismaquestion 

Mr. Awnpresen. Has your committee conferred with the directors 

ithe variou regions of the 12 banks’ 

Mr Bort R. Yes, sir, We | ave. | wish to exp ylain the difference of 
opinion in some cases in some of the districts. This committee, as 
you xe ntleme underst ind, ha been elected | rv the directors of the 
National Farm Loan Associations. In my own case, for instance, [ 
was elected by the directors representing the membership in western 
South Dakota and in western Nebraska. There are 8 members and 
there are 8 farm districts of the Omaha Federal Land Bank. I was 
elected chairman of this group of eight members tor lowa, Nebraska, 
South Dakota and Wyoming. Then there were 11 other members 

bhai elected from the 11 other Federal land bank districts in the 
country, al { the 12 of us representing the 1.180 national farm loan 
issociations and their 300,000 members who own the Federal land 
banks constitute the membership of this national ady isory committee. 

Phe reason this committee was formed from the orassroots the last 
iew years s because of a realization that the directors on these district 
arm cre t boards were appointees b Vv (Grovernment ofthe) lé als 1 In W ash- 
ington rather than elected—the majority of them, I will say. The 
majority of these boards are appointees rather than directly elected by 
the representatives of these member stockholders that own the Federal 
land banks. The committee actually represented the wishes of the 
) ber borrowers of the farmers and poring of this Nation, 

Mr. Anpresen. Then, - I understand it, your approval of H. R. 
5393, which is the amended bill, meets ithe the : approval of the board 
of directors in each of the 12 > distete cS, 

Mr. Borer. This is with the ap prov: al of the directors of the Na- 
tional Farm Loan Associations and a majority of the directors of the 
Federal Land Bank districts, because we have some distriets whose 
boards are not in agreement with us. In the Wichita bank district, 
while the members of the board do not agree with us. the National 
Farm Loan Associations and membership do agree and do wish for the 
change. 

Mr. Anpresen. Has this been approved by the directors in 
Minnesota ? 


} 
Tilt 





. 
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Mr. Borner. No, sir: the members and the Federal Land Bank of 
St. Paul, Minn., have been against it from the start, before we ever 
had written the bill. After the bill was written and after the amend 
ments, I do not know whether they read the bill. They were from the 
start against any change. ' ; 


Mr. ANDREsI N. DD qd they ive ay Spec at reason ¢ 
Mr. Borer. They were afraid of change, afraid that if the bill is 


adopted something might creep 1 they would disl ke, As | Say, the 
Vast mayority Of the farmers and stockmen of the Nation would 
rather have charge of their own affairs and solve the problems which 
they tiem elves understand better on a local level, than folks 2,000 o1 
»OO naille iway since they have repaid the Gi Verhnment every cent 


they owe in the Federal land banks 6 vear's ago, they figure they are 
entitled to control the institutions which they own and the y are willing 
to take the responsibility therefor. 

You take the case of Wichita, Kans. lL believe the district com 
prises ( olorado, New Mexico, Oklahoma, and Kat Sas. While the 
membership in every county in these States favor the enactment of 
this bill, the directors have been cool toward it and against the bill. 
But they are in the minority. The folks who are actually interested 
and will be affected by it are in favor of it. 

The CHairMan. Let me ask you about the St. Paul district. You 
say the board at St. Paul is against it. What is the position of the 
NEF LA’s in Minnesota ? 

Mr. Borer. 1 want to tell you a peculiar situation. A few years 
ago, after certain grievances and complaints began to come in from 
membership in the field, this advisory committee in each district was 
being formed and there was one such committee formed in the St 
Paul district. It was the understanding that each district should have 
a contact man on this national committee, but the membership of the 
advisory committee in the St. Paul district were not advised, in 
structed or asked to send a representative to our national committee. 
They were called together ever so often to meet with their directors, 
to listen in, period—and that was all. No contact was had with the 
rest of them because of their antagonism of the board. Last fall I 
happened to be going through the clinic at Rochester, Minn., and 
talking with one of the National Farm Loan Association directors at 
Rochester, Minn. I was informed that the next day they were having 
a meeting of their committee at the St. Paul bank. I visited with 
them, and they asked me about the meetings that the national adv IsOory 
committee had and the discussions that were going on about the 
Improvement in the Farm Credit Administration. They decided at 
that time to send a representative of their district to our committee. 

About 2 weeks ago was the first time that the St. Paul district stock 
holders were represented. Mr. Livermore of Romeo, Mich.. of their 
district represented the views of the men actually entitled to repre 
sentation. So you have these 2 classes. You have the district board 
of directors in each district. You also have the advisory cominittee 
members who are actually representing the wishes of the member 
borrower stockholders of these associations and the land banks which 
they own. 

Mr. Anpresen. Are there any other districts where there is dis- 
agreement W ith your recommendations here ? 
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Mr. Boner. Yes. Besides the board at St. Paul and Wichita, the 
Ss) Kane, VV ish... al trict—l] bel eve They mclude the States of Mon 
I o, and I do not remen ber which other States -has been 
pea encihne the Opposition ‘| eV TOOK the leadersh }). You take, 
it nice, our cGistrict at On lL. al imeeting of all the directors 
farm loan associations representing 000 borrowers 
lowa, Nebraska, South Dakota, and Wy ming, al Rapid City 
ll was explained before some 750 delegates. ‘The pro 
sik ‘ qaiscu i and it Wa Wana usly agreed a ul s pPport 
ed for. And they have aiso Passedl a resolution to ask the district 
mrad oF directo it the Omaha Federal Land 1B . tO support this 
Phe CHatmMan. Mr. Bober, if you will just suspend a moment, the 
ryan » and Nia Lndresen have to vo be fore ft e Llouse ( oOniunittee 
Ldmi tration and be f Da o'clo k. so we will have to 
ve 101 Mr. Hill will take charge and you just continue with 
ir statement. The Chair is very sorry that this other engagement 
I! prevent him from staying for further hearing this morning. We 
very glad to have you here. Mr. Hill will take over now as the 
; | . 
Nii Hin | a a) You bay continue, Mr. Bober. 
ir. Boner. It ito this point. The men on the farms and on the 
es that are directly affected agree W th this bill and they isk the 
rtandt snee of 1 5359. 
Mr. McInrire. Mr. Chairman, not to eo into detail regarding the 
ference of opinion, but does 1] center in any general portion of the 
l] ! if pr marily 1 that portion of the bill which would pro 
le for the 12-man board, or is it in Opposition to the principle of 
rship of the other vehicles within the farm-credit system for 


hich provision was not made at the present time for ultimate owner- 
»? Does it confine itself to one of the two areas basically. or is it 


Mr. Borer. I listened to testimony yesterday of Roy Hendrickson, 
ho was appre he nsive and fear f il that the men appo nted to the 
man part-time board might not do as good a job as one Govern- 
ent Ippo ted man who is in charge how. Then again, Mr. Oscar 
He ne, W ho is presi ident of the Farmers Grain Dealers Association 
f Towa, talked of this idea—providing for the gradual repayment to 
the Government of its capital and acquiring ownership might mean 
forcing them oO acquire ownership be fore they were ready. The 
words in the bill do not say that. It just gives the membership a 
chance to repay the Government and become full owners of these 
inits which are part of the Farm Credit Administration. 

Mr. McIntire. Would one draw the conclusion there that their 
difference of opinion is in the area of operation of the banks for co- 
operatives rather than in the area of operation of the PCA’s 

Mr. Boner. That is right. It seemed to me when they were testi- 
fying yesterday that they were disregarding the fact that the Federal 
land banks are wholly owned by their members. The PCA’s are 93.5 
paid out now, and they are trying to completely own their system. 
Gentlemen, is there any better way for a man to do a good job any place 
unless he does own and have a direct interest in the business? 





. 


el 
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Mr. McIrire. Would it be your thought that that Opposition Wa 
also directed to any vehicle by which the Federal intermediate-credit 
unit would be owned by the units that ise The ser ces ¢ Q); { 


almost whi lly centered to the banks for cooperat ; 

Mr. Bopper. The fear W is expre ec, nis | liste ed to these two wilt 
nesses that I mentioned, that beea at the present tim ter 
are rising’ and here might be a earelty of ipital, Why change 4 
Maybe we will get alone the way we ar Now, t] Mr. H lrick 
SO] Is t¢ irftu hat the 1~-mal poured whit i ttle Dit more 
while our committee feels that we might do awa | ( ( 
essential activities at present engaged in by t Dep ent Lich 
te oht Ve kone y Ve de ho I WW | h \ l 
or it may cost a tthe ore B { t ! democracy »> Hay 12-me} 
with actual « periel n contne vith md a ts probien 
12 diff rel reovTapih liv IONS OT the ( ner who come nh cre 
from the 1 ld ) I | Times Ll veal unc t te ethel mid ex moe 
opinioi ind present facts and. ! vy exist, rather than 
the system bs inaged by one ma n \ ! to! who 1 V be 
fine gen lemana i vel well té ed. b ( qd notp pos 
the knowledge and the facts of eve ving problems in ie 
industry ? 

Cat ou ni | ( } il sT¢ id ( f ha ne ( (r] ( tS 
or 500 men. vou would conde) e If Oa y ind oD 7 pl 
the disti ct I he intry a | st 1] ha ! ] W Lor mr ee 
ditions in every area of the country 4 TI { what this ventiema! 
vesterday. Mr. Hendrickson. was arguing ag reun Oo 
the lemo¢ if pring ple o1 rep! hntatio! | | vhat « r co 
mittee 1s wol y for, representation of the 1 » geograph 1 div ! 
or our great country > we W 1} } \ i better unders | gy OF; 
problen s trol happ Ine by vett Yr TOO h rs \ ( 
Hi fraid that the President might be ii ti 
men who get on this board. But tl bil rovides for nominatio 
from the field d certainly the men the field \] r qualified 
men who have been through the various expel es of depr ) cl 
boom times and understand the problem d ean do a good job 


Mr. Hinn. Any further questions? If not. we thank vou very much, 
indeed. As far as I know, that ends the hearings on bill H. R. 5359 
er hearings set. If there are, 


I do not know that there are any furt 


the chairman will call them. 


(There upon, at 10:07 a. m.. the committee adjourned, subject to the 
call of the Chair 








Bo pies 


FARM CREDIT ACT OF 1953 


WEDNESDAY, JUNE 3, 1953 


Houser or REPRESENTATIVES, 
COMMITYEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10: 10 a. m., in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) pre- 
siding. 

Present: Representatives Hope, Andresen, Hill, Hoeven, Simpson, 
Harvey Belcher, McIntire, Golden, Williams, King, Harrison, 
Wampler, Cooley, Poage, Gathings, Abernethy, Albert. Wheeler, and 
Thompson. 

The CHarmman. The committee will come to order. This meeting 
was called for the further consideration of the farm credit bill, the bill 
which we designate as the Farm Credit Act of 1953. We have a bill 
here with a new number on it this morning which includes the amend- 
ments that we will discuss this morning. We have with us Mr. 
Farrington from the Department of Agriculture, who will discuss 
these amendments; and he will be followed by Mr. Newson, who 
will speak for the farmers who have been working on this credit 
legislation. We will be glad to hear from vou now, Mr. Farrington, 
if you will come forward. 


STATEMENT OF R. L. FARRINGTON, ACTING DIRECTOR, AGRICUL- 
TURAL CREDIT SERVICES, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Farrineron. Mr. Chairman and members of the committee, 
[ appreciate the opportunity to appear before you regarding H. R. 
5359, the proposed Farm Credit Act of 1953. This bill, which is a 
revision ¢ { H.R 1353. contains the amendment uggested DY Under 


Secretary of Avriculture True D. Morse in the D partment’s report 
of May 20, 1958. TH. R. 4353 and H. R. 5359 are similar to S. 150: 


as amended, which is before the Senate Committee on Agriculture and 
Forestry. My remarks will follow closely the statements which Mr. 
Morse has made on SS. L505. 

In his statement of May 11 Mr. Morse indicated three veneral areas 
in which the Department and the Bureau of the Budget, while sup- 
porting the bill in principle, felt that further changes were desirable. 
These areas were: 

One, the selection and appointment of the members of the Federal 
Farm Credit Board and the manner of appointing the chief execu- 
tive oflicer—the Governor—of the Farm Credit Administration. Two, 
a more definite approach to study of the feasibility of retiring the 
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ministrator of the Rural Electrification Administration, and the Get 
eral Manager a the Tennessee Valley Authority. Other positions 
1 Government could be cited. 

Page 9, section 5 (d). lines 16-17: Section 5 (d) has been ame nded 
to make it cle: hat the pe aoe 1} which the Governor shall : tppornt 
principally the a rsonnel of the Washington office of the Farm Credit 
Administration and the examining staff—shall be appointed subject 
to the provisions of the Classification Act, as amended. This change 
will make it possible for the employees of the Washington office of 
the farm credit system to continue under the civil service system. 


Page l( . section > (¢ ). tines S ve eectiohn o (e WAS Al ended oO 
make it clear that an Actine Governor of the Farm Credit Administra 
tion can be appointed by the Secretary of Agriculture if a Governor 


had not been selected by the time the act became effective, even though 


the Board may have been appointed and qualified 


Page 11. section 6: Section 6 was amended by frikine out the ong 
inal clause numbered (2) “to exercise adequate budgetary control over 
the I arm ee \dmin stration” SO as TO make it clear that the fune 
tions of » W; ishineton office of the farm eredit system, that is, the 
Federal Farm C redit Board and its staff. would continue to be subject 
to the Budget and Accounting Act. The change in this section also 


removes any implication that the bill Wis intended to exempt the 
wholly Government-owned. ¢ rporations from the Government C 
poration Control Act. 








Page 14. section 9, lines 11-13: page 1), lines 9-12: Section 9 deals 
wit] the transfer of the ¢ oope rative Rese arch and Service Division of 
farm Credit Administration, created by the act of July 2, 1926 (Pi 
he 450, 69th Cong.}. to the Ag Itural Research Administration 
the Department of Aoriculture. There is no objection to the trans 
fer of that Division. It was felt. however, that it might fit in bettet 


at some other place in the De partme nt. The sugge ted amendment 
will vive the Secre tarv discretion with res pect to the age ney or agencies 


of the Department to which the funeti ons f the Division may be 


: ; - — : 1 os 
| we 2b, section lei (a): Phere was a question whe ther section li (a) 


of the aet, which proy ided for appr ypriations, contemplated a change 


from the procedure under whi h the costs of examinations and ac 
istrative supervision of the Farm Credit Administration are borne 
by assessments against the farm eredit banks and associations. We 


are told that it was not the intention of the sponsors of the act t: 1 
tempt to change the assessment procedure. Section 17 (a) has been 
nended to make this point clear. 
Page 27. section 17 (b). lines 1-3: There was some que tion whether 
the proy isions ot law gener lly applicable to all Grovernment agencies, 
such as those relating to payment of rent, use of automobiles, and 


pur hase ¢ nal snie of equipment, would be applica ble to th , Fy ciel 


I 
Farm Credit Board the Washington office. Section 17 (bh) Was 
changed to make it clear that the provisions of law enacted by the 
Congress for the vrovernment of all Federal agencies shall apply To 
the Washineton office and its staff assigned to duty in the field. 

Page 27, ae 18, lines 14-15: This bill sets up procedure for mak- 
ing nominations for members of the Federal Farm Credit Board. It 
also provi idles : awe litional prov isions for ine reasing borrower representa 
tion on the district boards. Section 18 of the act ori rinally provided 











that ( Tective ifter ena { Because 
of thet e likely to be required to develop form if notices pnd nomi 
| ball for the selection of the various Board members 
eed tor wo no ¢ 1 i] orderly, practicable, wna fair pro 
} . ] . 
oO ’ 1 | t%) =] ont ( he Sul 
Sy ‘ ended to p \ ‘ hat the act ll tale tect 
i\ ‘ ol etl rit 
\"\ those amendments. the Department. with the approval of the 
Bureau of the B ret, pleased to give its support to H. R. 5359. 
| +] ’ | Ww comprise Farm Credit Ad 
) 1 . 
e made a spl d contribution to the eredit needs 
farmers Al their cooperatives fhe lon from date of organiza 
tion to Dec Del 1, 1952, of the Farm Credit Administration organ 
Z ( ive as follows 
I 
De ) 
1 SIf » > s 49 ) 
l { ) 
1,344 
1 6.116 ) 
} x8 4,344 
846, 818, 9 
l t 1 ‘ 
ju t 
17 . 1 ] 
All of the farm credit titutions are in strong condition. 
i i il net 
vorth 
14, 781, 34 
f 2%. 11 ) 
‘ 4 1 is t 
6 111.4 19 
’ 1 1 1A 
’ x 8 4 ) 
~ t s 45 ; 
{ g 1. 070, 200, 380 
{ 14 
RQ 4 & j 8 ) 101, 045 


Mr. Farrincron. It follows from this record that the Department 
f Agriculture is happy to have Farm Credit Administration as one 
of its major agencies. The farm credit system is nationwide in its 

ions. In general it is staffed by good personnel, It is perform- 
ing a valuable service. It has the capacity and the ability to continue 
to be of great help to agriculture and therefore to the entire Nation 

e the - eood time S, I orma] times, or had times. 

The question might arise as to why in the face of these facts the 
Department of Agriculture would approve legislation which would 
actually make the farm credit system autonomous. Under provisions 


“ot 
erat 
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of the bill the Federal Farm Credit Board would be the head of the 
farm credit system. The author ity of the mecretary would be limited 
to reporting to the President about Farm Credit matters and to the 
ippointment of a member of the Federal Farm Credit Board who 
vould be disqualified under the law from becoming an officer of that 
Board. 

Che bill is not predicated on failures in the farm credit system. It 
s an elfort on the part of the farmers and their organizations to 
broaden the cooperative features and improve it still further. I quote 


Lhe following trom the statement made by Under Secretary Morse 
to the Senate Committee on Agriculture and Forestry on May 26, 1953, 
ith reference to S. 1505, as amended: 
e One reason for the success of Farm Credit Administration is the participation 
ta el ave | I ts altall lhe directors of the Farm Credit it sti- 
hat n the main, been di farme! These directors have met in the 
thly et of tl arm eredit institutions They have worked together 
n annual conferences where farm credit policies were reviewed and discussed 
he irm credit system is essentia a farmers’ cooperative system. As farmer 
nere . rm ntro ould also It is quite logical, therefore, 
the President even before he ¢ e into office recog ed that there would 
n the est hment of a Federal Farm Credit Board—‘‘to form 
lit } t select executive officers, and to see that sound credit operations 
ndangered by partisan political iniluence The proposals in the bill 
th the announced policies of Secretary Benson. I want to 
two paragraphs from the l il statement of agricultural policy issued 
n Februa 1 
ly \ al freedom and citizenship responsibility depend upon the principle 
ely e individual to help himself It is possible through individual and 
pa m to solve many probien ind a leve objectives locally with a mini- 
( l Ss nee and cont! 
o ¥ * 
: In he adi I tration of this Department the guniding purpose will he to 
i engthen the individual integrity, freedom, the very moral fiber of each 
izen, We must establish a climate which will further promote, cultivate, and 
se the great reservoir of dynamic latent energy of every individual in this 
at Nation. As Secretary, I will seek the br possible advice from Members 
the Cor ss and the entire agricultural industry through conferences with 
1 organization leaders, advisory committees, and individuals regarding exist- 
ing and proposed policies and programs.’ 
his t represents the efforts ¢ farmers th elves to help themselves. It 
epresents the steps they have taken to improve their own cooperative Farm 
. edit } fel The Department believ that they should be commended and 
the legislation they have developed can make it possible for the farm credit 
stem to make an even better record in the future. 


That concludes my statement. Mr. Chairman. If there are questions, 
r I will be happy to try to answer them. 

The Cuarrman. Any questions 4 

Mr. Coorry. Mr. Chairman, I would like to ask a question. On page 
8, reference is made to political influence. I would like to ask you, Mr. 
Harrington, whether or not any incident has been called to your atten- 
tion which you could advise us about where political influence or parti- 
san politics has determined any of the policies of the Farm Credit 
\dministration ? 

Mr. Farrineton. Not recently, Mr. Cooley. I think the farm or- 
ganizations would be better to testify on that than I would; but I have 
understood that in the early days of farm credit—and I do not have 
personal knowledge of it—there were attempts to make some shifts 
that were designed primarily on a political basis. 

14-539 
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Mr. Cootry. Under the proposed changes the administration in 
power would of course have the right to remove the Governor. 

Mr. Farrineron. As long as there was Government capital in the 
system. 

Mr. Cootry. That would be for some time to come, would it not? 

Mr. Farrincron. I would think it would take quite a while to get 
the Government capital out. 

Mr. Cootry. How many years do you anticipate it might take be- 
fore all Government ¢ apiti al mi iv be removed ¢ 

Mr. Farrinetron. That depe nds on what plans the Farm Credit 

Soard presents within the period of this 1 year that they are given 
under the bill in which to develop something. In the bill which this 
committee had before it in 1949 with regard to the banks for coopera- 
tives it would have taken about 25 or 30 years for the cooperatives to 
own the banks. 

Mr. Cooter. Do you think it would take about 20 years to remove 
Government capital from this system ¢ 

Mr. Farrtneron. Probably. 

Mr. Cootry. That means every time there is a change in administra- 
tion the Governor would most likely be changed : or do you think that 
this Board might prevent that from happening / 

Mr. Farrineron. I would not think, Mr. Cooley, that the Governor 
would necessarily be changed every time the administration ch: inges. 

Mr. Cooney. Y ou do not think it would be necessary ¢ 

Mr. Farrtncron. No, sir; not if he were doing a good job. 

Mr. Cootry. In other words, you think the Board, being completely 
out of politics and being re sponsible for the policies and the programs 
of the Farm Credit Administration, might of itself prevent political 
influence affecting it? 

Mr. Farrtneron. That is the intent of the bill, yes, sir. 

Mr. Cootry. The Board itself is appointed by the President. That 
is right. is 1t not? 

Mr. Farrtnatron. Yes, sir. 

Mr. Cootry. Does not the President have a right to remove the 
Board ? 

Mr. Farrrneron. Yes, sir, he would have a right to remove the 
Board. 

Mr. Cootry. That. then, means that each new administration, the 
entire Board might be removed. 

Mr. Farrincron. As a matter of law it does, Mr. Cooley. But in the 
first instance in choosing the Board members, emphasis is placed on 
their knowledge of agriculture and cooperative agricultural credit; 
and the President should take all those things into account in making 
his appointments. 

Mr. Cootry. Under the present setup, the President appoints the 
Grovernor / 

Mr. Farrineron. That is right. 

Mr. Cootey. And that is all, is it not? 

Mr. Farrineron. Yes, sir. 

Mr. Cooney. A large majority of the personnel is under civil 
service / 

Mr. Farrineron. The large majority of the personnel i in the Wash- 
ington office is under civil serivee. The personnel in the districts is 
not. 
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Mr. Coorry. But the President does not attempt to influence the 
appointments mn the districts, does he ¢ 

Mr. Farrineron. No. 

Mr. CooLrey. So. as it is right now, the Farm Credit Administration 
is pretty well out of polities, it not ¢ 

Mr. Farrincron. Yes, sir. 

Mr. Cootry. The result of this would eto put itt oht in the middle 
ol politics. . 

Mir. Farrineron. TI would not think so, sir. 

Mir. Cooney. If vou give the President the right to appoint all 
the members of the Board and the Governor, why 1s that not putting 
it in polities / 

Mr. Farrineron. Of course, the President does not appoint the 
Governor under the bill. 

Mr. Cooney. How cloes the Governor vel into office / 

Mr. Farrineron. The Governor is appointed by the Bo 1 and 
the apoomtment must be upproved by the President. 

Mi. CooLryY. He serves at the pleasure of the Pr 

Mr. Farrincron. He serves at the pleasure of the Board. 

Mr. Cootry. And he serves also at the pleasure of the President. 

Mr. Farrineron. The President can require his removal as long 
there is Government capital in the system. 

Mr. Cooney. That is what I mean. Then if the President can bring 


about the removal of the Governor an lif the President appou ts the 


esident. 


Board, it seems to me it Is all being put right in polities. 

Mr. Farrineron. I would think it would be less political than it is 
now, sir, because at the present time the President can remove the 
Governor without reference to any board. I would think it would be 
much less in polities. 

Mr. Cootry. Is this Board foing to serve as an Insulator bet ween 
the Congress and the Governor / 

Mr. Farrincron. I would not say it would be an insulator, sir: no, 
sir. It would be the organization which Congress approves as being 
the policymaking body for the farm credit system. 

Mr. COooLeEyY. In othe l words, you would regard it more as a board ot 
directors. 

Mr. Farrineton. Exactly. 

Mr. COOLEY. They would fix the policies tll a direct the Grovernol! 
how to administer them. 

Mr. Farrineron. The Board under the provisions of the bill will be 
the policymaking organiation of the farm credit system, and the 
Governor will be the executive officer to carry those policies into effect. 

Mr. Cootry. And the Governor, of course, is first responsible to the 
Board. 

Mr. Farrineton. Yes, sir. 

Mr. Cootry. And ultimately, of course, he is responsible to Congress. 

Mr. Farrrneron. Surely. 

Mr. Coo.ey. There would not be anything the Congress itself could 
do about it. 

Mr. Farrtneton. Yes. Of course, you understand, Mr. Cooley, in 
this act as in most of them the right is reserved to amend, alter. or 
repeal the provisions of law. Congress could change it next week if 
the act were not functioning properly. 
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Mr. Cootry. We do not have to reserve that; we just have that 
ni erel thy . have we not é 


Mr. Farrineron. It isspecifically reserved in here. It is specifically 
Mr. Coorey. That is just eyewash. Whether we put it in there or 
do. {) f thnere we sti 1] h ive al oht to change ihe 


Mr. I ARRINGTON. Yes. | ao th nk Congress has a remedy, Mr. 


Mr. Coo.try. I am not taking a position that I am either for or 


ag ist the bill at the moment. | just wanted to bri o out the point 
to see whether the system is strengthened by this proposal or whether 
it} t weaken it. You have concluded that it will be strengthened, 
ha not ¢ 


Mr. C ¢ LE} You have aiso conel led t } at it will he free from 


MM ( LEY. Just as free as nov 

I a ( Me Yes nad } ob OLY Wore So 

Mr. Ci cE. a Dar all Mr. ¢ airman. 

Phe CuairmMan. The purpose of this leg slation, as I understand it— 
i! | e hay certainly had 1 mat viewpoint pres nted here throughout 
Line en Oo TO ¢ able the cooperative organizations which consti- 
tuts ie j read system t is Tar as It ¢ be done, exercise effec- 
tive management and control over that particular system. 


I ia. 
he CruamrMan. That is the primary purpose of this legislation, as 
[Th e 1C 1ro the oflicials we have had before the committee and the 
ve ha th those who are sponsoring it. It is an effort 
Lo § e the Tarme! themseives more to Say about the farm program, 


wh { is proven to be of great benefit to them. 
‘i I N( N. i i orrect 
The CuatrrmMan. Are there any further questions? 


Mr. Poacre. Most of the people who are connected with, or who are 


omers of or members of, any of these farm credit organizations in 
mv part of the country ha been greatly interested in the original 
bill. and t were all for it as faras I know. Ido not know anybody 
who opp dit that had be a clated W th any of these credit organ- 
but they were all for it because they wanted to increase 

l OF th 'g ONS 
Wi | bill introduced by our chairman whi h did that, in my 
oO} We now have a bill brought here by the executive branch 
of the Ge ri t which seen to do exactly the contrary. This bill 
does not rease Tarme! participation one iota. lhis bill concen- 


trates the power in the hands of the Executive. It is true that it 

4 { "tha PDenartms tf Aw 1] ‘A ry lar , 

ta ‘ e ane vA of i urn D partn t of Agriculture very largely, 

{ L\ e President appoints everybody and controls every- 

Tj ’ that we ought to at least have ar opportunity to hear from 

those people who went on record in favor of a bill which is entirely 

. yr . 1 + 4 ° S 

adifierent trom the b l] that is now before us before we are called 
upon te vote o this bill. 

The CHATRMAN. Will the centleman vield? I would like to ask 


vou. Mr. Iai ngton, 11 you will to tell the committee something of 
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the conferences which took place which resulted in the amendments 
which you have discussed before the committee this morning; and 
particularly who participated in those conferences as representing 
the groups and organizations that sponsored the legislation originally 

Mr. Farrineron. In the conferences in which the principles of 
these amendments were worked out, there were r tative of the 
National Farm Loan Associations— 

Mr. Poacr. Who? 

Mr. Farrinaton. Mr. Bober was there from the National Farm 
Loan Associations. One other gentleman, Mr. Anderson, was there 
from the PCA advisory committee. 


presel 


i 


The Cuarmman. If I may interrupt vou, both of those gentlemen 

appeared bef« this committee the other dav and expressed their 
| 

approval o1 the a hnaments Chat isa matter of record before the 


committee. 
Mr. KF ARRING rON. Represent tives of the tA n organ itio} =. the 
Grange and the Farm Bureau Federation and National Council of 


Farmers Coons itive 5s parth pated n the conferences: and it wa Wy 
understanding that the changes that were made were generally satis- 
factory to the ent re group, sir. 

Mr. Cootry. May I ask, Mr. Chairman, what Mr. Dugean’s views 
are He has be associated with the farm redit assoc tion for a 
consider: ble time. He is in the committee room. I do not mean to 
interrupt Mr. Farrineton’s testimony, but I think tf] ommittes 
would | int t¢ | | VW O My 1) < PWS OO} } ] tion 

1% t is now before 1 l am sugevesting we woul e to hear 


| c est 1 ‘ Mm) | me W if he doy } bh ? tie I t} ne 
Iam afraid of. The people wanted creater farmer participation i 
this program Now those people thought they had a bill—and they 
did havea bil] that cave them oreater part eimparion heen e it recog- 
nized that farmers o ed the land banks. farmers owned the national 
farm loan association, farmers owned a whole lot of the production 
credit associations In other wor farmers owned a lot of this eapl- 


tal that vou refer to 

Mr. Farrtneron. That is right. 

Mr. Poacr. A substantial part of it is farmer capital. Conse 
quently the thought was that farmers should have an opportunity to 
name at least a substantial part of these directors. 

Mr. Farrtneton. They do have that provision in the bill. That 
has not been changed, Mr. Poage. 


Mr. Poacr. When you tell me that that provision has not been 
changed 

Mr. Farrtnotron. IT mean as far as the district dir , , ‘ 
cerned: the original provisions of the bil s far as tl | 
tors ire concerned have not been ce] need 

Mr. Poacr. But you just concentrate the power here in Washington 
in the | mds of one ma tha rit 7 f \ t l 
back in the hands of the far ! lo that J Lor ne ! Ke 
sense I do not belie that ere re ft } t 
who know what has ] ippened hey | ré | ] rm 
organizatiol ] ive tol thy ( he? | } 
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has happened here in the way of this change. Now then, it may be 
very well for the heads of the organizations to say, “We are satisfied,” 
and maybe you are right. But I do not think the farmers know what 
happened to them. I think we are going to have a great flood of 
mail here telling us, “Support this bill that puts this authority in 
farmers’ hands.” 

The onmeginal bill recog zed that farme) now own a substantial 


nterest, and therefore the farmers are entitled to a substantial voice. 
Now then. the executive branch comes up W th a bill that says, “Wy e 


recognize that when the farmers own all ot the stock, then they will 


be entitled to control the agency. But until that 20 or 30 years has 
passed, lil til anot lh roe erargcion comes alo o that owls this stock, 


we are going to keep all the authority in the hands of the Govern- 
ment, no matter how slight its interest may be.” 

That isa complet reversal of hat we I ive been telling the people. 
All I want is that the people be told what is in this bill before they 
ire called upon to judge it. They are now supporting the original 
leg slat On, be ause they bel eved n what Mr. H pe introdueed. He 
ntrod iced a bill that the pubiie wanted, that the farmers wanted, 
Now then, the executive branch and the Bureau of the Budget bring 
us a bill, H. R. 5359, which is not what the farmers have talked about. 
It is an entirely different b ll, and if seems to me that the farmers 
ought to know about it. They ought to know the change that has 
been 1) ide. If they waht it, they have a perfect right to h ive it and 


[I am perfectly willing for them to have it. I do not know that it 


s going to hurt them any; maybe it is going to help them. But they 
ight to al least know that e are not today trying to ool the public 
nto thinking we are giving em what Is provided in H. R. 4353 by 
passing H. R. 535! 


The CyHarrman. Let the chair make a statement at that point. 


_ 

— 
f 
A 


] ] 1 : 
ye some proposed amendments 
to the original bill. In order to make available to the committee the 
nf : — at + La vill look lik ] hand thea . 
iformation as to what the bill { look like which had these sug- 
ul I said 
it the time and | till sav, and I still feel, that the committee had 


‘ ] +4 4] . ] 1) > 
rested inges I! Ct, the cha ntroauce a cleah Dill. ) 





better work o the orig il bill nd consider these amendments, 
end t by mendm . as Vv are submitted. It is up to the 
l ttee Te we rk its will in the matter, as to whether or not they 
will accept the amendments that have been suggested. That is what 
ll be lone. I think alse view of tl fact that the original bill 
was the o1 wl rad all t pubiicit nal hic as been discussed 
Vv te lv. whe the « »} rit | wction it should be action on the 
I al bill. That is what it cle 
erned, it has been 
ve ved t as effectively \ OV ne the committee the amendments. 
But I do net want there to be a mis erstanding that we are trying to 
re in the guise of a new bill and 
try ¥ to i +) ybou) a] ! ( ee ral Hal with the original 
t \\ the committee d wil e clone in the way of amend- 
ng t] rig lL bill. Wr ti! these amend) ents one by one 
e committee and also ec ! v other amendme ts the membe rs 





j 





FARM CREDIT ACT OF 1953 13 


Mr. POAGE. You have stated, as you alway do, fairly and thor 
oughly your position, one with which I entirely agree. I certainly 
did not mean to leave any implicat on that vou had sought to mislead 


the p ib] c. be nuse | reCOOTLIZAE ful Well th if this Is not vour bill. this 
shee). b if Is thre ly 1] that ihe Bure i rot the DB avet wanted pas ead. 


‘| hie CHAIRMAN. It 1 hy bill with the ehag ves pinde that bave been 
Suggested al d iwreed upon by thie Organi Zatlons W ich were bine k ov 
the legislat Ol. As | iv, the committee mtroduced if for considera 
tio} : 

Mr. CooLey. With reference to the question oft th , appoint ent of 
the Board, I have not had a chance to study thi ew proposition, bul 
under the bill that we now are discussing, the President makes the 


uppomtment from a list of nominee which have been estal shed by 


} } 
the farmers themselves, does he? 


Mr. Farrincron. That is correct. sir. However, in view of certain 
constitutional provisiol under which the President has the final 
respol bility for mak hy the appointment in the executive branch, 
he Is not exclusively limited to those nominees: but the bill requires 


him to receive and conside those nominations. 
Ir. Cooney. What is your explanation for modifying the original 
proposition? Why should he not be required to make his selection 


from the list of nominees established after a referendum has been 


Mr. Farrineron. The legal authority to the effect that that 1 
unconstitutional, Mr. Cooley: that to require the President to make 
appointh ents from a list made 1 p bY Ol tside agence is unconstitu 
tional 

NI ( Ol | ot] Wo! the So i¢ ce t nk tL W muld 
not be propel to have that provision in the law ¢ 

Mr. Farrtncron There would be a constitutional question bout 
Phere ve one or t Attornev G ral’s ¢ ions on it 
| ere h e Heel ¢ or two cuse at by i ce v tl t you ( hnot 
] 1 the Presid Ts aut ! v to mak Oo pointments as far as the 
head « department is concerned. And this Board would actually be 
aha hkOlOUS A2Vel ind ould | the head of ( depart. el 

Vii { OOLEY In othel ords, it reasonable t is me that the 
Pre if vould nake the omniin oO! brit ( ( not think h ld 
be re dl te ike Clie ippo rie from ih p ou ‘ thre 


Mr. Farrineron. That is right. But it is reasonable to assume the 
President is not FOWL to overlook these nominations that come in from 
the various N] LA’s and the PC \’s and the 1 sl the districts. ‘J his 
bill. as | 1 nderstand It, goes ju tas far 1 providing for the se appoint 
ents by the President as the Constitutiol will permit. 
Mr. Cootry. You said these amendments resulted f 


Om HnulmMerous 


conrerehnces, 


Mr. Farrtneron. That is right. 


Mr. COOLEY. Those conterences have been held in recent days ? 

Mr. Farrineron. Within the past month, yes 5 tor 5 weeks 

Mr. Coo.ry. They have been held since you were here be fore, in the 
last 2 or 3 weeks ¢ 


Mr. Farrineron. That is right. 





Mr. Farrtneron. Yes, sit 


Mr. Pi 

ere When we discuss | 

The Cuamman. That ald be & t. IT think in addition to 
ul i iould | \ <0 one q } 1 ()j e hel I would 
pe verv much I ested in h Op Ol ¢ { But ( ould hke to 
ive SO] ebor Y ners from. the 1) partie! W iit ve Ce de) tile bill 


very difficult to agree w In the second paragraph, “One reason 
for the success of the Farm Credit Administration is the participation 
via farmers \ qd in i L recos e that we have had 
. 1 good inagement m the Farm Credit Administration. I also ree 
ognize that it has bet - put lifficult r me to subscribe 
that the sucee au O ( Ll manag leht and not to Wa ind 





Mr. FarrinGron | pel e| I \ndrese that the eood 
ound advice which the Farm Cred eop!| ve gotten from the 
embers of the directo1 ind as vou know, the dis directors are 
rimarily farme } oft tre end s \ ¢ Kkeeplnae the VS 
tuned to the { is of] nda heip oOperatl \ essi lly. 
\ir. \ NDRESEN L know | lave I | hev | ve operated iccess 
fully because they have | ls (Leno hh prices on the Pil products 
to re} their 1oal 
Mr. Farrinero Phat ] ( i factor. to 
Nha ANDRESEN. HH hot een t { tol linve we re lhy 
datest during the p J Cals O1 i il Ad stration é 
Mir. Farrineron. I think the Farm Cre Administration 1s set 1 p 
Oul liv I th kx ts lon i'¢ } «| oO} } una Da Q ces ik ean 
ay cesstul ba not th c it take i the Farm ¢ lit 
Ach tration te uk | Ll i hey ear t 
hahyvt o hike hor l 
Mr. A RESEN | ee] to ( it w Col rable dis- 
( hel GuUuring’ t ( ( | t ( ne Dol} \ 
ot n he the loans, ind J { to I uv iitt i LLLIS 
imittee that we hac eto do 1 ( D go the pr y 
Mir. If arriINGTON e Congress ili ot e cred for 
» the basie pr f the I mi 4 Lam rat d 
\ OF are e To 1 l ve 
mves | | ivm Credit \« 1 el pe Lid¢ le i ( Ly 
pont Ww were trying to! Kx l it the Tarmers have t ol 
elp by the rmembel Ip ol C CISLPl 4 
Vin \NDRI \ there » questiol rit { Bu t farm S 
ri e ( gel ri rest) S 
piaced uy ! nor ol rut to vel if ! iit is prim \ nter- 
ested 11 et ya loan \y ose of 1 » have rked « farm 
credit. here LOl the past 2U or more ea ave bee l el in 
ecuring a sound farm cred vst Phat l pri y int t 
T iy 
Phe Cuairman. Any further questions? Mr. Harvey? 


Mr. Harvey. Under the amended version, will the local PCA’s be 


subjected, insofar as their budget is concerned, to Federal budgetary 


] 
control 4 


Vir. Farrinatron. The local PCA’s? No, sir. 
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Mr. Harvey. For example, would the PCA branch at Louisville 
have its budget controlled by the Federal bude t% 

Mr. Farrmncron. You mean the Production Credit Corporation at 
Louisville ? 

Mr. Harvey. Yes. 

Mr. Farrincron. That procedure would not be changed under this 
bill, SIr, from what it Is now. It would remain the same as it is now. 
(nd under the Government Corporation Control Act, wholly Gov- 
ernment owned corporation S have to get approval of the Congress 
for the amount they will spend for administrative purposes. 

Mr. Harvey. Thev are completely self-sustaining, are they not? 
Th if is. they do not operate insofar as salaries of personnel are Con- 
cerned with Government funds? 

Mr. Farrincron. They do have Government capital in’ them. 
Their pricipal income, Mr. Harvey, is from the Government capital 
whi his invested in onds. Iam talking about the Prdouction Credit 
Corporation now. 

Mr. Harvey. Is there any provision in the bill for PCA’s who have 
retired their A stock whereby they may pay dividends on the A stock? 

Mr. Farrincron. I would have to study the bill to answer that 
quest on Sir. The bill does DI! vide for an additior al class of G 


Stor kx to be issued by product Oo! ered T ASSOCIA ion | do not beheve 


there is a provision in the b llto do what vou asked, but | would have 
to study it to be certain. 

Mr. Harvey. There are 2a couple of instances I know of where PCA 
stock that has been held by t] Government has been taken up by 


ndividuals, and it is now entirely owned—the A stock as well as the 
B Stor k by other than (gover ment held stock. They are fully 
wholly owned by the local individuals within the loeal PCA. Do vou 


not think it would be appropriate for PCA’s who have achieved that 


<ftatu o have the rieht. if thre Vv o desire. to pay dividends on the A 


Mr. FARRINGTON. I would see no objection to 1t: no, sir. They can 
t now. 

Mr. Harvey. The impression I had from the report that came to 

e from these PCA’s was that under the bill as proposed—and they 
were still talking about H R. 1353—they would not be permitted to 
pa di idends o1 privately td A sto k. 

Mr. Harvey. I think that is a mistake 

Mr. Duacan. I think if they pav dividends on the A stock, they 
ilso have to pay dividends on the B stock—all the stock at one time. 
Ch Vv can pay patronage dividends, and a number of them are paying 
patrol! wed \ idends to the rmel bers. based on the amount of business 
done with the association 

Mr. Harvey. You say they have to pay o1 A and B at the the same 
ance ; ; ; 
Mr. Dr GGAN, If they } L\ on either STOK k. I believe that is correct. 
Mr. Harvey. Do they have to pay percentagewise the same amount? 
Mr. Duaean. I belheve so, Congressman. If they declared a 4- 
ent dividend. they would have to pay it on all outstanding stock. 
invEY. If they declare a 2-percent dividend on A sto k. thev 


vould have to declare a 2-percent dividend on B stock. Is that what 


y 3 
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Mr. Duacan. That is correct, as I remember it; yes. 

Mr. Harvey. That is the point that seems to be very much mis- 
understood. 

Mr. Duaean. If I might add, they would like to pay dividends only 
on A stock and not pas them on Bstock. That is, to have the privilege 
of paying on A only and not paying on B stock in order to encourage, 
they feel, more farmers to subscribe to A stock and possibly some non- 
farmers to subscribe for a third class of stock that they have provided 
for in the bill, which would be C stock. 

Mr. Harvey. Do you think it would be unwise for the local PCA to 
have the authority to pay dividends on the A stock and not on the B 
stock ? 

Mr. DucGan. No, I do not think it would be unwise. JI do not think 
they would would get as much capital as some feel they would, but I 
think it is all meht for them to do it. 

Mr. Anpresen. Under Government capital, there is no requirement 
on the part of the farm credit system to pay interest on the Govern 
ment capital, is there / 

Mr. Farrineron. No. 

Mr. Anpresen. And no interest has been paid ¢ 

Mr. Farrincron. The Federal intermediate credit banks have paid 
a Tranchise tax. This bill brings Into play for the fir t time a pro 
vision for the franchise tax on the Government capital calculated on 
the basis of earnings on other farm credit corporations. 

Mr. Anpresen. But during the past 20 years or so when Govern 
ment « ipital has been in there, there has been no payment of interest 
to the Government for that capital ¢ 

Mr. Farrineron. Except in the case of the Federal intermediate 
credit banks, who paid a franchise tax. 


Mr. Ducean. The Federal Farm Mortgage Corporation has paid 
$122,000,000—we call it interest or pre fits into the Government. It 


had at the maximum the use of $200 million, part of the time only 
$100 million, and now it has only $10,000 of Government capital 
invested in the Corporation. They paid all operating expenses, 
absorbed all losses. and paid interest on all money borrowed. 

Mr. ANprESEN. In addition to retiring their capital 4 

Mr. DuaaGan. The retired 8199.990.000 of « ipital. Only SLOOOO 
of capital is still invested in the Corporation, A | 
million additional profits to the Government and | 
still invested in mortgages, all of which will go to the Government. 
except the cost of administration. 

Mr. Anprrsen. Does the proposed bill or the amendments to thi 
original bill provide for the payment of any interest to the Govern 
ment on Government capital ¢ 

Mr. Farrrneton. It provides for franchise taxes, Mr. Andresen, 
based on earnings, and related to the amount of Government capital 1] 
the system. In other words, those that did not have any Government 
capital would not pay anything. 

Mr. Anpresen. In other words, if earnings are made by any particu 


lar group within the farm eredit system, then thi Vv are required to pay 


J 


interest or franchise taxes as you call it to the Government on th 
Government capital. 
Mr. FARRINGTON. That appli = to the hanks for cooneratives and the 


1 


Production Credit Corporation principally, be 1 ( the Fede ul 1 





pital. and the Federal intermediate 
ani ix already. So this would put 
franchise taxes t inv of those four units that nov do not have it 


or proposed 
i \ i rl it tl ese orga zations that you have 
mi ed who have Government capital to secure their capital from 


\I ARI GoTon. N¢ The bar for cooperatives do get some 
ooperative ociations that borrow from the institu- 
But t ttel f ere ( ital from farn rs and outside 
( ( ) thines, Nii Vand) en, ft if vould he consid- 
ered d mad hy t Board within the vear 
law That s one speci pro O in the bill, 

| il 
Vir. ANpDRESEN. Ye sav that that would be allowable if the Board 

| 

\j I aRRprn . No What the bill provid >that within | year 


| ( to} reconime ii to the Congress for 1n- 

I yin the farm-credit svste : and diilerent 

eases = d have to be worked out for different kinds of farm- 
re oreal | other words. there = yi rovision at the 
ye me f inv kind of capital in the Production Credit Cor- 
pora , except & Wwernment capital. bhere no provision at all 
vital or cooperative capital in the FICB’s—Federal 

ite credit banks. There are provisions for a limited amount 

of tal an ¢ ' f< ooperative DAS oO the amounts bor- 
- tha tock to he ret ed whe i lon paid off, if 


rr oy associatiol ks for it. So there is no way for per- 





tie of the banks fo1 operat it the present 


l ( bill t re a positive direction to the Board 

ty ) t wis which would provid for increased farmer owner- 
( > wit 1 year after the Board is o1 rec, 

{Fi N. Any fu t rquestions’ J t, we thank you very 

Mr. ] eton, for your statement. We will be elad to hear 


M u. May I suggest, Mr. Chairman, that Mr. Riggle might 


_ eee i s-eattl Ta y glad to have you come forward, 


Mr. } um. As you will recall, Mr. Chairman, and the few who 
the rmer heal gf on the original bill, wv - explained 

osely associated with 1 subject: matter 

eeded Mr. Goss as chairman of the 

1 tt i recognized in some of the questions that came 
Mr. Farrington’s testimony that John Riggle 


better than the 
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points that I made in the previous 


at we h ive a mut h bette attendance 


testimony for the simple reason th 


of the committee this morning. This joint farm credit committee 
was created 10 vears ago last March. The charter members, so to 
speak, of the joint committee we listed in our previous testimony. 
Suttice to UM 1e1 that included unong that nembership was the 
pre t Secretary of Agriculture representative of the National 
Cr lof Farmer Coops ‘ el] Albert S. G : » most 
of vou now tull we i! hia equa h P | harm 
( Lit pict re 

I therefor \ 
cap Ma i ) q l ) 
ray ( ( I 
ore P y : ry « 

The Cramn N )} ( 
SO n ay } } 
mig not | | for 
ore tie 1 COM] U1 p, that the @ p for wl L 
you ul 

Nii NEV M. | \ b { I | | 
ce | ha \ ( | | a tural i 
( d I } | | y Cul \ \ | 
ay ! ) a t { la i! ed 

sotur as} A { ( ill ft i 1 lt 
1O ( Litt 1 N ly ( l 
Farmer Coopet ( ind ft \) in | 1 B iu Fed 
There were a ist 1, pr ps 2or 5, I believe, « 
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th LO ! there b \ Vigo eifol ) 
wid t of ( | Lye 

i \ en absolute! ( } 

l ve gone alo} ( { a erence 
of pyectly ot b pp! ihe basi ppl ) 
oreanizatiol ientioned pa Pa n tl O CLE E met 
however, has been consistently, as I st ly t yperation of tI 
mittee, one of try yr to differentiate ¢ erg V- O ly I-ty] read 
born out of d isters on the one hand, an pel anent,. lone-t CC) 

of the type that is required by the capital investment, Congressmat 
Harvey, of $48,000 per man employed in agriculture that { 
in your section and mine right how, 7? Ose al U1 vel \ ot i] 
houres of Vu t about 6 months ago. 

When we realize that the capital investment vriculture as a 
whole across this whole country has now risen to just about $2 
per man—that is the national average, if you please, $20,000 per man- 
employed as compared to the capital investment in manuafcturing 
industry of about $9,000 per man, then you know why we are compelled 


to have a really vigorous interest in a sound coope rative credit struc 
ture. We recognize that the commercial banking interests of this 
country have furnished always, and will perhaps continue to furnish, 

But there ts, 


a major portion of the credit required in agriculture. 


and | am sure I do not need to dwell on this. a definite place for the 
kind of a cooperative credit structure that was conceived years ago. 
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It was in 1916, I believe, that the National Grange, for example, 
first called for the creation of a cooperative farm-credit structure. 
It was in 1921, I believe, that legislation first was passed through the 
Congress making it possible for commercial banks to extend credit 
on farm mortgages. It is a little difficult for me to look back and see 
why it was so hard to get the kind of e xpansion or extension of credit 
to agriculture that has been requi = over all this period of time. 
And then we have by reason of the disparity that has existed in 
agriculture especially since World War I—and that is perhaps a 
different subject matter, Mr. Chairman, but it is so closely related 
with s whole thing that I th ink it is appropriate to mention here— 
had a mixture of what some of us like to think of as a strictly business- 
type credit, either through comme eid credit institutions or through 
our cooperative structure with what we, for want of a better term, 


i 
would describe more as a social-type credit, a relief credit, an emer- 
PeENCY « dit. 

It has its place I am not saying that we are not interested in it. 
But Ia Wil 2 that if we co mnitinu to confuse that type credit, credit 
of the nature of the Farm Home Administration loans—and we 
are To! them: “ut the Heres e time we are going to Sup} port in- 
creased financial consideration for that type thing. But I am simply 
saving th t we have got to divorce the two types of ea to some 
extent. Else we will never be successful, Mr. Chairman, in building 
i really effective cooperative credit structure aa the farmers them- 
selves can own. There is another important fact— 

Mr. Cootry. Could I i a vou right there? We do have the 
hard © dit and th e soft credit « efinitely separated, do we not § 

Mr. Ni wsom. Largely. May I counter by saying that they are not 

eC“ » the extent that we think they should be se parated. 

Mr. oOLEY. How else can you separate them ? 

Mr. Newsom. Here is one type example I think that is meaningful, 
it least to me. We have better than 90 percent—-92 or 93 or perhaps 
94 percent—of the Government capital retired from the total pro- 
hy ( redit association structure of the country. Right now Gov- 


rno}. 1) wean aay ises me that there Is in his judgment a real likeli- 
hood—lI started to say danger: perhaps Governor Duggan would not 
use the word danger, because I think we have a little difference in 
basic ph le sophy on that thing: to me it is a dang r: tO him I think 


the word he used Was likelihood ot a ne ‘essity of reinjecting some 
Government capital into the farm-credit system because of the 
rought situation in Texas—I believe was the statement that the 
(;overnor made to me a month or so ago. 
Recognizing the possibility of that sort of thing, we have sought to 


provide a mechanism Dy W hich th > production credit associations could 

»C stock to get additional capital without calling upon the Gov- 
rnment to put Government capital back into the system under that 
ircumstance to meet certain credit requirements. But at the same 
time we must recognize that society as a whole, and not just our 
cooperative credit structure, aay well logically be called on to bear 
the cost of a relief type progral 1 or a disaster type program if it goes 
n of a reasonably safe investme : from the standpoint 
lers, the A and the B and | the C stockholders, if we 
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I am Ssaylng that we never will be able to hold the cost of this busi- 
ness-type credit down through our cooperative structure if we have 
to saddle on the financial burden that is involved in this disaster or 
relief-type credit. . 

Mr. CooLry. Let me interrupt you there again, Mr. Newsom. That 
would not be relief type credit. It would not be social credit. li 
would mean that the Government might have to strengthen the 
Farm Credit Administration, but actually it would not be relief 
credit because It would be secured. It would be recourse credit. All 
of a man’s assets would be liable for the repayment of the loan. 

Mr. NI WSOM. | ] der those circumstanee Bs Mr. Congressman, | have 
no doubt but that production credit associations of Texas or any 
ace else would handle the credit requirements. But conceivably 
you might have a disaster that would depress farm prices so far 
gener oe spe aking that it would not be a legitimate credit problem. 
It would becom« a relief problem. 

Mr. Cootry. | know, but the Farm Credit Administration, PCA’s 


ean only handle legitimate credit. They have no right to make these 


relief loans, and they would be jeopardizin » their own stability and 
Hnanctal Integrity if the: undertook to do so ‘The I'armers Home 
Administration is available to the farmers who are not able to ob 
tain credit elsewhere on reasonable terms and conditions. So if you 
do not now have it now se parated, it certalul 1\ has not been this com 
mittee’s fault because we have tried through the years to keep them 
separate and apart, 

Nir. Newsom. We commend the Congress for the effort they have 
made. We think that thi S propos sec leg slation will just strengthen 
that trend. I think it will adda little to it. 


Mr. Cooiry. I do not see how it could do any more than we have 


ilready done. ‘There is no provision 1n this bill that would separate 
the two types of credit. 

Mr. Newsom. ‘There is this provision, Mr. Congressman, and it is 
basically and fundamentally sound in my judgment, because it makes 
the provision for the increasing retirement of Government capital 
from the system as we are able to sell stock in the P¢ A’s, as we ma) 


be successful in making some legal provision for the co-ops retiri 


Government capital there. ‘There is not ev nh any provision for thar. 
Ir. CooLtry. That does not separate the soft credit from hard 
eredit. But if the Farm Credit Administration ever starts into the 
field of soft credit, we will never get the Government money out of it. 
Mr. Ni WSOM. We just Waht to be sure that it does not start In that 
particular | eld. 

Mr. Cootry. I think the members of the committee will be pleased 
with that, but there is nothing n this bill that deals with that at al 
as I see lt. 

Mr. Newsom. I believe if you will study the detailed analysis which 
was submited at the previous hearing by Mr. Hedgepeth as attorney 
for our joint farm credit committee—— 

Mr. Cooter. I may be in error in this respect, that you are con- 
tending that this bill will precent Farm Credit from vetting into the 
soft credit field. 

Mr. Newsom. That is right. 

Mr. Cootry., That is what you have in mind? 

Mr. Newsom. That is exactly right. 








CooLtrey. And in that way it will tend to prevent the mixing of 


M Cootey. J the Farmers’ Home Adm nistration we do not 


need al Holi 5 poard. Wedo1 * need anvbody With any diseretion. 


We have written that out and spelled it out s plainly that no man 
ca I read it All we | LVe oO LOT. fo. acon wine vg od L.dminis 
trat ( { { ‘ v. 1 se It we hn keep If ] he ha ds 
OT j \ oO rit o it I hel t will onti ie to operate 
; ] t ill of 1 
Mr. Newsom. I do not I t to t ny e with 
{ | | 1 | \\ | ( ) out ft } } bh en oul 
ippre ) y I ti rm Credit 
by rd of people fre ( each of t] a redit. districts, 
, per d f cooperative agricultural credit 
VW ! } ft j ( 1) ) il! ( e have 
bye t« | t Wy ite, Mar. Chan 
n me to ) letailed ’ except to say 
a ire embodied in 
1 Wo ft t yn) } VP} i} 
e and objet y ol oista 
ont t ) oft ere a excited hen we 
We) vis er) eer people 
lal n the Bureau of the B iust could not do th 
c I contess te t till oO i tive newcomer 
town, | ct e feeling that iad a lot of people Gover) 
] \ oO \ re dedicated fe { Dropositiol that 1 “Vy musi alw iVS 
Tt Vo \ VY Vol i Ot lo what vO Val to do B T | wi wrong, 
] ] f } prevent = from doing d 


Vi il ha l } S1i¢ | 1) obj tive of gett ne 
{ d of a board tha ey 
Mr. Poagre. Mr. Newsom, in trying to follow the suggestion you 
Wel mia ne und L think ve were right that there are a lot of 
people who try to find a not to do, rather than trvine to find a 
tO Go, CoO ld Vo oT | | l TO «¢ ire the Secretary of \or] 
culture as the head of this Farm Credit? I think the bill does de 
clare him te the head of Farm Cerdit. Does not this new bill keep 


t Farm Credit Administration in the Department of Agriculture ? 


Mi. Poaa As | ng as it is within the Department ot \oriculture, 
not the rPecrertary of Asriculture the head. not some board ? Llow 
CAN \ have i thine ! the Depart ent and the Seere ary hot be the 


head of it ¢ 
Nii NEWSOM. Probably we could have fou ra a way to do that. but 


that was not our purpose, Mr. Congressman. 

Mr. Poace. But when you did that, the minute that you found you 
made the Secretary the legal head, then is there any constitutional 
question about the power to restrict the appointment of someone other 
tha the head ot a department ¢ If there is, then the whole civil 
service law is unconstitutional, obviously. 
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Mr. Newsom. T do not know that I can answer your question, but 
me start a little further back than that. 
The CHairman. Right on that point, will you yield ? 
Mr. Poagr. Yes. 
The CuatrmMan. Do the amendments which we are considering this 
In any way change the relationship of the Secretary of Agri 
culture iis Board 4 

Mir. Newsom. No. The amendments make no change from the 


original hill as we prepared it on that score, 


lef 


morhine 
t 1 
( t 


() 


ry’ } 1 
Phe CHAIRMAN. Lhey are exactiy the same as they were in the orig 


of t 1 tment of uA iLO \ 

tal Ol 

\I SOM 153 \ t ¢ { l i Vv \ Le i 
} | i} } \ 1? , \I |: ry 
te out, shall rece le 

our origi ) id) 0 ( 
Mr. Poa Yes, but 1 req ent he would d 
I evel ( ( 1 pore i ( 

pa isto recely nd rec enda { | 
! e Tt inv office on tl ! Ot ‘ { at ! no wa 

yell the eep tr t wlan te { O rop it in tl 

: L 10 \ recelyve { f _ tevel 

deration he nl t ic worth | vot to d 
e s of thi | | 

\ NE\ Mw. Bu \Ir. Congressman. I think ve re] r 
rel nao \ portant conti t I } king ma | 
Mn 2 t partisan politically speaking, I am t 

( out polit it} the pl id hse ofr ft ord { « e1\ 
i¢ Veh. thie rik We MWoeht pe willlne te \} i V to qepre ite The 
liber of the kind of a man that we ione will alway he in the White 
House—it is unthinkable to me that any Pi ent would not give 
mvc more consideration to nom itions made in the manner t 


we have provided them here than he would to any particular kind 
of a nomination that you or I might put in the mail for him. 

Mr. Poace. I think this will get a little more attention; of course 
I clo. I think that the more people who have taken part m selecting 
a group of this kind 
Mr. Auserr. Will you yield? 


NIv. PoAGE. Yes. 


Vir. Anperr. Should we not say this, that the new bill is going away 


from our original proposition of giving more power to the Congress, 
and, if we cannot do anything else, we might as well abandon it 

Mr. POAGE. It Is voing In the other direction, “as ] ee if. Instead of 
putting more power 1n the hands of the people, it takes it away. It 
takes it a step further. 

Mr. Newsom. May I back up, Mr. Chairman, just a little bit here 
and point out that when these hearings were recessed for the purpose 
of finding out just what the Administration was going to require, what 
the Bureau of the Budget was going to require by wavy of amendments, 


33544 53 10 
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we expressed the hope at least that we would have opportunity to come 
back and testify again after those amendments were presented, _And 
the hope in turn was expressed that we would have an opportunity to 
cooperate in the formulation of those amendments. We have been able 
to do that. 

Mr. Poace. You have used a phrase there that has become common- 
place, and I certainly want to explain to the chairman that it happened 
for the past 6 years and it is happening now, and it happened 7 and $ 
years ago just as It Is happening now. IJ certainly mean no reflection 
on any individual by it, but I think that the policy is so unsound when 


you just blandly refer to amendments that are going to be required by 
the Bureau of the Budget. Since when did the Bureau of the Budget 


receive the authority, or from what document did it receive the au- 
thority, to require the Congress to imsert amendments to its liking in 
ny legislation 4 

Mr. Newsom. That may be a good question. I am not sure that I 
am qualified to answer it except that from my point of observation 
it did seem to be entirely futile to buck the expert legal advice to the 
effect that the Supreme Court would in all probability rule any act of 
Congress unconstitutional if we undertook to tell the President who 
he had to appoint. That was not the language they used, but that 
is what the language they used to me—an Indiana farmer. 

Mr. Poace. Of course you have gone a great deal further than 


simply talking about legal advice. The Bureau of the Budget gener 
ally does not talk about legal advice. But it has had a practice, and 
still apparently has a practice, of sending Congress an ultimatum that 
says “You pass this or you do not pass any legislation at all.” Please 
understand that you are no more culpable than all the rest of us, but 
I do not believe in saving that the Bureau of the Budget can pass the 
legislation of this Congress. I think we can pass legislation with 
or without the advice of the Bureau of the Budget. 

Mr. Cootry. There is a direct relationship between the Director of 
the Budget and the White House, and the White House has the veto. 
That is a eood Way to keep down the veto. to vel the Bureau of the 
Budget to approve it. 

Mr. Newsom. | expect that that is the practical approach. But if I 
may, | would like to get back to saying that in the fact of what seemed 
to be a possibility of having to give up the major point that we were 
seeking, namely, the nami! x ol the Governor ot Farm Credit by 
this Board made up of people that are acquainted with the operation 
of the various agencies under the Farm Credit Administration, we 
were delighted when the leo il counsel of one branch of the Administra- 
SU perhaps it would be acceptable to us to simply 
provide that, pending the retirement of Government capital, the 
President would need to approve any Governor of the Farm Credit 
Administration selected by the Board: and that he in turn could 
require the Board to remove that Governor. ‘To us it seemed com- 
pletely in conformity with what we were trying to do; and the political 
likelihood of having it work just the way we wanted it to work seemed 
so bright that we—and the antecedent of the “we” is not just the 
farm organizations I mentioned before but the executive committee of 
the National Advisory Committee on Production Credit Associations, 
including Mr. Anderson, of Morgantown, W. Va., as chairman, along 
with Hueh Matthews, of Texas, and Jack Arnold, of Mont. They are 
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a 3-man executive committee of their 12 man National Advisory Com- 
mittee meeting with us as we dise ussed this legislation with the repre- 
sentatives and the Director of the Bureau of the Budget and with the 
legislative counsel of the President of the United States. 

Mr. Sam Bober as chairman of the National Farm Loan Association 
Committee, and one of his comembers, Mr. Gene Sloan, and another 
one whose name I just hight now do not recall, were also present 5 and 
at one of the earlier meetings we also had the executive committee of 
the National Association of Farm Credit District directors under the 

hairmanship of Mr. Charley Thompson, of Texas. 

All of us in this particular meeting felt that we had achieved our 
objective here. May I say in reply to the comment that was just made 
a while ago, that is the type of reaction that some of us were disposed 
to have in the early stages of the discussions of these amendments; but 
all of us would be se ‘riously Seeceatdaa; f this amended legislation 
does not become law, sir. 

Mr. Poacr. May I say first you have got us in the early stages of 
this thing, because you have us in the position they had you in when 
vou were having that conference. 

Mr. Newsom. I can understand that, s 

Mr. Poace. You went on further and suggested that everybody 
was greatly gratified when this lawyer came up with the idea that if 
you would fix it so that the President could remove the Governor, 
that that would eliminate a constitutional ql estion. Your first con- 

stitutional question, as I unde stood it, depended entirely upon the 
question of who Was head of the agency 5 and that you are willing 
to accept the conclusion that the Secretary ot Agri ulture is not the 
head, but that this Board is the head. If this Board is the head, the 
Governor is not the head. There is no constitutional re ason, then, for 
making the Governor a political appointee. Why do you come to the 
conclusion that you have to make the Governor a political appointee / 

Mr. Newsom. The committee’s own legal counsel, Mr. Hedgepeth, 
ot Ju kson, Miss., who has been WoOl king as the legal counsel for this 
joint farm credit committee for a long time, worked with the adminis- 
tration lawyers; and he is thoroughly convinced that there was a con 
stitutional question there. Lam not prepared to argue that. 

Mr. Poacer. Accepting that conclusion for the purpose of discus 
sion, then either the Board or the Governor is the head if the. ec»e 
tary of Agriculture is not the head of it. If the Board is the head 
the Governor is not. If the Governor is the head, the Board is not. 
You cannot use that legal inhibition ju t to say that the President 
must have the power to do this and he must also have th power to do 


the contrary. You have Zot to confine it to one or the other. There 
are three possible heads of this agency. I this ik the Secretary of 
Agriculture is clearly the head. But if it becomes convenient to say 
that he is not, then you may say that the Governor is the hh ad. And 
if you are going to say that the Governor is the head, then the : Boar rd 
is not the head. “4 cannot claim that the Governor is the head of 


this thing and that the Board is the head of it, and that therefore you 
cannot let the farmers name either one of them. 

Granting all of this argument that the President cannot be deprived 
of the power to name the head of an agency, let us accept that. Now, 
who is the head of this agency ¢ 








Mi New uM. The head of th igvency, So far as our intent 1s con 
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I er words. the Federal Government 
, rh< hat t! nital is prote ted 
i | hv the Presid \ o1ve} 
t ( (x0 rl he admii rat olheer 
He is 1 licy ; f the organizat e is the ad 
Ol to prot e Governme! ipital 
Tlie l I V mo\ the G vernor Is 
‘ r Mf \ om ¢ 
VI \ VSOM | if xactly our understanding 
| ( RM IL would hke te k Mr. Farrington, who is an at 
fat f that is his understanding. 
Vir. Bry ] Nir. Chairma _the tiv oO} stitutional question is not 
| not ° o permit the President to make 
t] 1} tment or olive 1 the power to remove; but if you do give 
the pov rtothe President to appoint the head of an agency, then you 
cA ns. 4 frict ft power to some parti ular group that might be 
c DY I B rd or org zation or some outside party. Is 
t T 1 rv I tion ¢ 
( M | re are two eparate questions. We are talking 
] » SPT te t] os nere. | t| ink the constitutional question 
volves the ap} tment of the Board. Is that correct, Mr. Farring 
‘ ) 


Mr. Farrine yw. J t correct, Mr. Chairman, and that is the 


the qualification on the power of the President with re 
pect to the Go nor. ‘The wuthority of the President with respect 
to the Governer exists onlv so long as there is Government capital. 
The theory of the bill is that the Federal Farm Credit Board is the 
head of the department. That the reason the constitutional ques- 
tion arises there. The reason for the President’s participation in the 
tenure of oflice of the Governor is the safeguarding of the Govern- 


ment capital the system; and the bill provides that when that capi- 
tal is retired, then the powe r of the President with respect to the Gov- 
ernor ceases. 

Mr. Poace. I think there is no question at all about the right to 
make this a matter of policy of giving the President the power to 
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~ 


remove the Governor. Frankly, I go further than many people. I 
will Say that l think the party In pows r ought to col trol] a lot of these 
things, but I look upon farm credit as somethn or a little bit different 
from the ordinary activities of Government. 

Lhe ( HAIRMAN. if you will yie ld there. I W yuld like tok ow whether 


you think there is a different responsibility on the Government when 


] 


| m e } 
a jarge amount of Government capital IS Invoived 1n an organiZation 


f this kind, and when all the Government capital is retired. Do you 


not think there is some difference in the responsibility 4 
Mia Po Gil A 11 oe a 1 1 ih ef *] { ( Oo 
Z the questi ) ie eX ( Oot a ror } ( Cr t 
pil | es | oywiltht lis xr g 
n¢ e { it of Government cap out of the 
=ystem | ink e Justification f h 1. When we 
sti it | (rove! | { tiie } l i al t e@ roy 
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ngs to the farmers that they did not already have under the present 


Mr Ausert. If you will yield. the bill reads in the very first sen- 
tence, “To increase farmer participation.” 

Mr. Betcurr. I would like to see in what respects it does that 

Mr. Newsom. If I may, Mr. Chairman, before I answer that, 1] 
would like to make one comment on the remarks of 7 ayant from 
Texas, and that is Just this. If in the judgment of s committee 
ind the Congress it is not ne essary to requ iire that ern President 
all approve the Gove rnor that the Board selects, then frankiv our 





— 2 out across the country would be highly pleased eee 
de m of that eter fa provision. We are not arguing for 
We will iv that, rather than to lose the legislation, we are via 


to accept that particular modification along with the modification to 
the effect that the President shall receive and consider these nomina 


t10 we have outlined before. 

Mr. Coorny. If the Secretary of Agriculture is actually the head, 
as Mr. Poags f sie out, and he probably is the actual head of the 
Farm Credit Admin stration under this legislation. sad then the 
Board is selected » President, I do not see why the Board would 
hie pe fe th ine to emplov a Man as an xecutive to carry out 
their po) e whether Vo! m the vovernor, executive secre 
tary, oO! whatever you ¢ Wl hin i do not see any legal complications 


that would be involy cl n it But | am not too much concerned about 
that. because I think the President would be foolish not to make his 


appointments from the list of nominees sup plied to him, unless he 


could give some very good justification for ignoring the recommenda 
tio} oft 1 ( . ers 

[ can see in this bill much farmer participation that we do not now 
have lt se cont mplated that these men who vO On this Board will 
have an agricultural background. They will have an interest in the 


{ it 4 they \ have a voice in the policies \ which they r do 
not now have. Is that not vour idea, Mr. Newsom / 

Mr. Newsom. That is « xactly nioht. I think that is perfectly clear 
from the d on we ave already had so far as the Farm Credit 
Adm ! tratlo Board here 11 Washineton is concerned. | do want 
to point out that a verv in portant answer to the question that you 
raise is found on page S of Mr. Hedgepeth’s analysis. I am not cer- 
tain whether you have those with you or not. The ‘y were distributed 
before. We have a few extra copies here. 

Mr. Cootzy. Without the legal comp! cations that caused you to 
bring about these changes and give the President a free hand in mak 
ine these appointments. you would have just what you wanted: and 
you are hinkine vou are going to get that anyway ; 


Mr. Newsom. Prac tically speaking we do. 

Mr. Wiuerrter. Will the gentleman yield for one question ¢ ] 
gather from t conversation that eed ontin] participation in this 
business is provided in order that he mav see to it that Government 


e ted) t\ ot Government funds. I also 
o ather that the head of this awency is not the Governor but the Board. 
Therefore I am led to wonde1 as to how he, in being given the authori- 
ity to appoint or to remove someone who is not the head of the age ney, 
would be left with sufficient power to guarantee the integrity of the 
qrovern t funds involved ? In other words, if he has the power 
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merely to appoint or remove an administrative officer who is not the 
head of the agency, wherein does this power lie to guarantee the in 
tegrity of the funds involved ? 

Mr. Coorry. Mr. Newsom, under these amendments—if you can- 
not answer, maybe Mr. Farrington can—does the President reserve 
the right to remove members of the Board? He does. does he not? 
In other words, if the Board was endangering the Government in- 
vestment or being reckless in the management of the affairs, the Presi- 
dent could remove them all. Is that right. Mr. Farrington ? 

Mr. Farrineron. I do not know that the bill specifically answers 
that, Mr. Cooley. But as you know, under existing leeal decisions the 


oO ( 


President always has thi right to terminate an appointment; and there 
is no question in my mind but what the President could remove the 
members of the Board. 

Mr. Cootry. The Governor would clearly serve at the pleasure of 
the Board ? 


Mr. Farrineron. That is right. 

Mr. Cootry. And the President reserves the right to request the 
Board to remove the Governo) é : 

Mr. Farrinetron. That is correct. 

Mr. ¢ OOLEY. His question was whether or not the Pre ident having 
ippointed the members of the Board could remove them. is that not 


right ¢ 

Mr. Wuerter. No. My question was, I understood the only one he 
appointed was the Governor. 

Mr. Cootry. No, he appoints the Board. 

Mr. Wueeter. That answers my question. If he has the right to 
appoint the Board and the Board being the head of the iwency, my 


question was answered, | understood 1? the dise SsS1o! 


1 
| 
I 


y one 
he appointed was the Governor, and the Governor not th | ead 
of the agency. 

Mr. Newsom. Mr. Chairman, may I return to Mr. Belcher’s ques 
tion. The present method of sele ting the district directors of the 
District Farm Credit Agency is one of the really important and sig 
nificant changes provided in this legislation. Under the present 
method one of these seven members is elected by the NFLA, one by the 
PCA, one by the cooperative borrowers, one is appointed by the Gov 
ional farm loan associations: 
and three others are also appointed by the Governor with certain 
limitations. But the point is that 4 of them are appointed by the 
Governor and 3 of them are elected. 

Under the provi ions of the bill 3 of these pre ently f appt inted 
members by the Gsovernor will become pos ible elected Th ie bers mn 


ernor from three nominations by the nat! 


proportion to the retirement of Government capital from the system. 
I . 


Actually there is not a single dollar of Government capital, as you 
now know. in the National Farm Loan Association so every place 
we would elect not three but four. Actually there is not a single dis- 


trict in which the Production Credit Association under the provi 
sions of this bill would not be eligible to elect their member rather 
than to have him ay pointed from Washington. So that means we 
will have five. 

Mr. Be_cuer. You use the term “elect.” Do you mean recommend 
to the President for his appointment ¢ 








Vit l al 
i ( | 
M B I i ther y ier 4% ew La .do I aerst mia 
a f in membel rt thre Ry iw » Al ) a to be 
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Mi Ny \\ M 1 | Lis right, Prese LIV bLhere ire t] ree elected. ‘The 
t that, llistead of electing » a ive Washington 
ipp r, Wile S law | Ol} operat e we will be ele ay 2 1n 


Cn 1 I iv a rictS and the Governor wlll be appointing 2. And 
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Vc] ! hv \ O 1O hn trving to get a completely 
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j l Yr ey hnterest payime T We 
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\"\ er , repr tative of the Ameri 


) so ( LO | rt ColmM- 
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( omunit to be fully 
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\ ©] { 
N \ Y | \I ( rn I a d Mri 
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number of agencies that have had not complete autonomy, but con- 
siderable autonomy : and appropriations perhaps have been made 
more or less directly to such agencies, 

So it is nothing particularly new to have a semiautonomous agency 
the Government departments where there 1s some 
yr services and so forth, but 
where they have a semlautonomous function to perform. 

‘| he other thir oe I wish to say 1s that it was recognized from the 


, 
housed lh one o 


participation, where there are housekeepin 


< 


heol mMns, al al t was pul posely I ul ned, that this cooperative farm 
credit Sj ste! should ln time by managed at the operating levels by 
the farmers but under the supervision of the Federal Government. 
And ben y under the supervision of the ederal Government in the 
executive department means of course they would ie subject to inter 
pret ition of all tl lay par seq by (‘oneress | might suggest here 
that the law contemplated i thy il] to be changed are very minute, 


a small percentage of the total volume of laws passed on farm credit 


> 1 1 i ! 
agence as vou find bv consulting the code. 
Vhye ePnovener vould operate unde the rpret tion of those laws 
! DV a pervising Government agency, t the same as the na 


tional bat ks operate ul cl rth »supery ion of the Federal Reserve and 


of the Comptrolier of the Currency and other Government agencies, 
so t e is no quarrel with the fact that the executive departme nt 
would | Ve final autho ty ol uperv! on wh h has to do of course 
whicl lot of things 


The other thing I might say is that the reason given why the Presi- 
dent should have some sav about the approval of the Governor was 


4 4 1> é 4 , 
{ not a ft time Board. It mig © In session Only a few 


days each quarter of the year, and therefore the executive or the super- 


\ r of the system ould be held partly accountable also during 
th) tll e that thy¢ Board Was ot ces oO | {| nk those are the 
or ents tl if lw) tO?! i! at th Tine 


Phe CHatRMan. Did vou have ething more, Mr. Newsom / 
Mr. Newsom. No. I think not. Mr. Chairman. except that there has 


r¢ heen anv conflict In purposes « te) » fa is] } ive been able to 
observe between our croup, on the one hand, and the Bureau of the 
Budget speciin allv « the other. It na just been an experiel ce of 
trying to determine how we can achieve that intent and still not in- 


vit the po sibil tv ol eithe I ben r ou Ity of unsound Government 


The Cuatirman. Are there any further questions ? 
Mr. Atserr. Mr. Chairman, I would like to ask one question pur 
suing what Mr. Belcher said We have been he ring from Oklahoma 


coopel itives that they were not for thi leg lation. I would like 
to know just how 1 cooperative council stands on this. 

Mr. Riccir. The Council of Farmer Cooperatives of course has 
rye orking with this thing fe l( eal } \ some of the eral 
OOP { ( part in] Oklaho 1. dO t bel to the Nati ul 
( 1 « Farmer ( tive ind they have felt that the Go 
l 1 iD | \ l I l t! e al ( { ned 1 } 
ihe rep entat W Tit \ 1 O1 ol e grou] \ whi we 
ce { i] tne earry ta Va hie De u riy or oF i 

+4 is called the banks for cooperat bill. The banks for 
cooperatives bill is not involved in this legislation The only thing 
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representation on the district boards and their participation in the 
selection of these nominations to the Federal Board when and if they 
pay off the required amount of capital. 

What the bil says with regard to some of the questions being 
raised by these cooperatives 1s that the Board shall study and make 
recommendations as to plans which m oht be feasible for paying off 
the retiring of the Government capital and accomplishing ownership 
by the cooperatives, At the present time it does not make any differ- 
ence how much capital the cooperatives put in in buying stock, which 
is required for their loans. None of the Government capital is re- 
fired, It needs an enabling act. But the nature of that is left to 

ons for subsequent legislation. 


It was felt that some of the thin 


i 


recome! dat 


os that needed to be cleared up in 
this legislation had to do with re presentation 01 the district boards 
they set up ahead of time, and also this Federal Board set up here in 
order that { 


the banks for coopel itives bill could be fitted into it and 
there would be some incentive for them to take an interest in retiring 


the Government capital in the banks for cooperatives. 


Mr. Avverr. Is it your understand 


Oklahoma have maintained a position all the way through a 
this bill 2 


Mr. 


rthat the OTA ¢ ooperatives of 


waist 


I 


NEWSOM. I ao not know V hat their pos tion has heen on this 


bill, but I understand it has been along that line, and that it is predi- 
ited on the idea, an erroneous assumption, that this bill would give 
1 mandate to the Board to forth» th require the retirement of the Gov- 
ernment capt il n the ba ks iol cooperatives, That, oft course, 158 


Str tly in erroneous interpretation. 
The CHarmm an. The heat : disclosed that Mr. Hendrickson, whe 
the representative of The N it1oO al Federation ot Grain Coopt ra 


tives, appeared In Opposition to the original bill. l understand that 
that oppositio | ont ies, th 1 thi \ are Opp <ec to the bill and 

ld] opposed to f it were at led. That is mv understanding 
I | ive some Wire here wl | il to put m the ord from some 
ASSO tions of grain cooperative xpressing then continued opp 


tion to the measure. I \\ 1] mike t} ose A pu» of the record he fore 


(re there any further questions? If not, we thank you, Mr. New 
om and Mr. R o le. At this time the chair will put In the record, if 
there no objection, a wire from the Inland Empire Pea Growers 
Assi tion, I : 1 from Aksel W. Nielsen, general manager of the 


: a, secretary 
wity Union Grain Co.: 1 from the Farmers Grain 
( oopera ve of ( oc nn. Utal ; al oan teleoram from the North Pacific 


| { ad cu ents al t I lows 
OAKESDALE, WASH., Ju S195 
{ oO > TIoOPt 
( He ( { 
Hy 0) ] i i ¢ 
s y pp H. R ) sten | rr e and efficient 
io Fear chang end to d v effectiveness of bat r cooperatives in 
mec nds fo oal ind it ‘ e cost ¢ credit to f mers and farmer 
ooperative { when they n rd incre d 
IN ND EMPIRE PEA GROWERS ASSOCIATION, IN¢ 
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Omana, NesrR., June 1, 1953. 
Hon. CLIrForD R. Hope, 
House Ofice Building: 





H. R. 5359 farm credit bill originally designed to give farmers control of the 
Farm Credit Administration actually weakens the Farm Credit instead of 


strengthens it. We do not think the bill will accomplish the purpose and it can 
serious damage to all lines of credit for farmers As now set up, bonds and 
debentures have a ready market May not do so under new bill we urge indefinite 


postponement of this bill 
AKSEL W. NIELSEN, 
General Man tger, West Cent i¢ Ope rative Grain Co 


KANSAS Crtry, Mo., June 1, 1953. 
Hon. CLIFFORD R. Hopr, 
House Office Buildiy 


Greatly disturbed about H. R. 5359 Farm Credit reorganization bill applying 
to cooperative bank system lhe present Farm Credit setup has been a great 

set to farmers in the past and we do not believe tl hould be ch l 
such time cooperatives can acquire ownership and control of cooperative banking 


vstemn 





Orro B. PecHa, 


Secretary-7 asurer, Equity Union Grain Co. 


( airman, Committee on Agriculture, VW ishington, D.C 





W trongly oppose bills S. 1505 and H. R 9 Farm Credit reorganization 
m grounds will weaken Farm Credit Administrat n ‘Tend to increase in 
erest rates Diminish farmer ownership and farmer controlled institutions 
nd weaken present system of farm credit. Our 4,000 farmer members urge 
immediate Opposition be taken as bills are premature and unnecessary also 
I yas to obj tive ind purposes 
FARMERS GRAIN COOPERATIVE, 
Harotp W. Poort. 
Po \ » «) WV } } 
H CLIFFORD Hopi 
House Office Building 
i hinagton, D. ¢ 
a) mie p ove 12.000 produc Ss Oreg } Idaho 
oppos d to he irin credit reorganization b I This | \“\ | t 
benell ll ers DU WW b ale I I W h } I ‘ ( l 
\ expel Press ‘ . ) S dw you > 
( ‘ ny change 
NO PAC (ys YG S I ( 
Che CuatrrmMan. Also for the reeord, t objection 1 
. . nt £% hy ’ Ty y-} } 1 ¢ 
nsert a stateme i m the farm Union, ich opposed th if 
; : : > . 
oroginally. and t PV are expre ne ther Turthel PPoOsitlol Also a 
stutement Trom Conere mann Vii Ider. of AY ssourl enclos ne a letter 
. . 1 TY, ‘ 
he received from the Missouri Farmers Ass« On. 
( The matter above referred To ls ; TOLLOW 
NATI FarMerS UNION 
a! ’ ) ee, € U 7. 19 
Hon. Ciirrorp Hope, 
Cha man, llouse jgriculture Comn itt c, 
House Office Building, Washington, DD. C 
DEAR CONGRESSMAN Hope: Enclosed is a copy of a letter tl I sent to Senator 
Aiken, chairman of the Senate Committee on Agrit ture and Forestry, regard- 
ing the amendments recommended by the United States Department of Agricul 


ture and the Bureau of the Budget to the proposed Farm Credit Act of 1953. You 
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will note from my letter to Senator Aiken that acceptance of the administration 
amendments w not make sufficient changes in the b to put in a form that 
N | [ n could recommend its « etme 

, ‘ } I peared before \ ir ¢ n tee. we do not believe th: 
has bee opp y fora ill exploratic of the various possible wa} 
im] y ‘ zation and functioning of the Farm Credit Administration, 


al reasil f er participation n an control thereof. We doubt that 





f g ‘ oppo j to consider the alte ves and 
’ o the proposed or rev legisla 
g I Cred Adi I rt llarl iuse, 1 
Farm ¢ Act of 195 ‘ that the major « res 
' 1 1 be ( by enacti t of the b 
\ leg Z% \ Dle farime 
Q 
A, t t b 
JoHN A. BAKER 
{ to ti Pre le) 


May 22, 1953 
H (JEOR D. A 


Drar Sen \ | n re} to your lette May 20 regarding the 
ad ! ra I D sed amendments to S. 1505, the Farm Credit Act of 1953 
We prec t ‘ yrtul ou are givil us to n e additional comments 

! } ( } t] adminis t ns] ed mendments 
wl der S« ary of Ag forse etter indicates have already been 

é t Denartment d ohiect to nposition of a franchise tax 
upen ¢ tail credit stitutions Nor do the administration’s amendments 
relieve o1 ter many of the other provisions which Mr. Patton's statement ex- 
pressed d I Vi It is o opinion that some of these provisions involve 
a cing th adequ Lunas 1 meet rmers’ credit needs 
4) ‘ oO t he I ns anne I oO ¢ { un ssary administrative costs or 

é ( put 1dn stration 
\\ e tl OSE end nts ollow some of Mr. Patton’s recommenda 
vive! } Pr nt to exerei a hority over appoint 
( Farm ¢ dit Administration, the bulk of the provisions 
' ‘ ; ‘ ct 


t 3 ore I to f I s provisions. We feel that with your 


‘ eratior e } 1 | urther amended to incorporate 
‘ l; ( | In the absence of su action, we 
ré ‘ Lat t ! ! vorably recommended nor enacted even 


t! e amel ents propos Under Secretary Morse’s letter should be 


Nf ' I f ( I have s ppor nad oted ir 

f ‘ iI f the Government 
} } I I n provided r better efficiency 

( but I have studied and 
( S R ‘ 1 f ‘ I m 
( Ad ! wey etter 
~ nl i 

: ¢ 5 : l ’ T 
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MissourRL FARMERS ASSOCTATION, IN¢ 
Columbia, Mo., May 29, 1953. 
Hon. MorGan M. MovuLper, 
House Office Building, Washington, D. C. 


Dear Mr. Moutper: Unfortunately it was impossible for the MFA to be repre- 
sented before either the Senate or House Committee on Agriculture relative to 
S. 1505 or H. R. 5359, which are proposals to reorganize the Farm Credit Admin- 
istration. Therefore, the best that we can do under the circumstances is to let 
you know of the opposition of the Missouri Farmers Association to the reorgan- 
ization of FCA, for the following reasons 

1. We see no need for a change The records show that since 1940 FCA 
personnel has been substantially decreased while the volume of business has 
increased. Certainly, there is no need for reorganization so far as efficiency is 
concerned. 





2. A long experience with governmental boards prompts us to object to estab- 
lishing a board over FCA It has been our observation that a board is simply 
harricade behind which an inefficient or arrogant admit rator can hice In 
the event of a grievance or dissatisfaction, we w 1 mud pret to appeal our 
case to the Secretary of Agriculture or to a Congt man or Senator, rather than 
to a board, the members of which would be scatters all over America and 
would meet only occasionally 
The bills would not increase farmer participation in ownership indicated 
in the titles, but we believe would, on the contrary, retard the ] <i ty of 
farmer ownership by levying a franchise tax 
4. We have learned from over the grapevine that if either the House or Senate 
bill passes, the Farm Bureau and officials in the De] ent of Agriculture plan 
to pay back some S28 million of FCA’s funds to the Federal Treasury. It is our 
belief that this would be a colossal blunder since farmers need more funds for 
self-help rather than less If certain ofticia n USDA t farmers to quit 
calling on the Federal Government for aid, the thin 0 do ke 1 e money 
vailable for their farmiz ind coop : It has long 
heen our feeling that one of the finest things Congress ever did for agriculture was 
to establis the Farm Credit Administration, the MUrpos of ‘ to 
enable the Federal Government to help farmers help themselves. It our strong 
belief that the reorganization of Farm Credit Adminis ration, as proy 1 S 
me, and a shrinking of FCA’s funds wi hea g ‘ ervic to ag re 
and could greatly ageravate the farm depression, wl ipp s to grow more 
serious as each day passes, and which (unless something ne by Congress 


to alleviate the situation) will eventually e: 
United States 
With kindest regards, I am 
Sincerely yours, 


iuse a general depression in the 


F. V. HEINKEL. President 


I respectfully urge the committee to disapprove and reject the proposed plan 
for reorganization of the Farm Credit Administration. 


iit 


The CHarirMan. Also, we have for the record two letters, one from 
Mr. Koenigshof, of the Buchanan Co-Ops, Inc., Buchanan, Mich.. in 


opposition to the bill; and a letter from the Anchor Grai) Co., of 


n 
Anchor. ii. expressing its opposition. Also for the record at this 
point, we have a letter from Mr. Allan B. Kline, president of the 
American Farm Bureau Federation, expressing the support of the 
American Farm Bureau Federation for the bill as amended by the 
amendments which have been proposed here today. Without objec- 
tion, these letters will be inserted in the record at this point. 
(The letters are as follows :) 


BUCHANAN, MicH., May 29, 1953. 
Representative CLirrorp R. Hope, 
House Office Building, Washington 25. D. C. 
DeAR REPRESENTATIVE Hope: It is my understanding that there is a movement 
on foot to reorganize the Farm Credit Administration It is also my under- 
standing that one of the chief aims of reorganization is to withdraw Government 


capital from the farm credit banks. 
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We wish to advise that our organization has borrowed funds from the Farm 
Credit Administration on different occasions Not only have they provided us 

ith money at a low rate of interest, but their guidance has been invaluable. 
If Government capital is withdrawn from these loan organizations, it not only 
will make money harder to secure, but also will raise the interest rates on bor 
rowed mone} 

it appears as though this reorganization might be backed by the bankers organ- 


ization. Certainly banks today are operating above parity Farmers and farm 
organizations are operating below parity. Why penalize the have-nots for the 
beneht of those i hay 

bomea ulture is an integral part of our economy As agriculture economy 
goes, so goes the economy of the atiol 

Y support in protecting our present farm-credit policy will be more than 


Sincerely yours, 
BUCHANAN Co-Ops, IN 
Rt. EF. KoENIGSHO! Vanager 


ANCHOR, ILL., May 29, 1953 


Chairman, House Ce nittee on Agriculture 
Washinaton, D. ¢ 





Dear Str: As we are interested in the farm credit system and especially the 
COO} tive nks and as W feel that is a vicious piece of legislation 
esigned d this system we protect the farmers’ interests 
and a l i to defe his leg tion 


ANCHOR GRAIN Co., 
C. i. Writ 
AMERICAN FARM BUREAU FEDERATION, 
Washington 1,D. C., May 27, 1953 
Hi CLirrorp R. Hopi 
Chairma Tlouse igriculture Committee, 
Washington, D. C. 

DraAR Mr. Hope: On May 13, 1953, Mr. Warren Hawley, Jr., appeared before your 
committee on behalf of the American Farm Bureau Federation. Mr. Hawley 
strongley urged enactment of the proposed Farm Credit Act of 1953, H. R. 4358. 
On May 22, 1953, a committee print of H. R. 53859, containing certain amend 

ents to the previous draft bill on which we testified, was submitted The 
executice Commitee of the board of directors of the American Farm Bureau 
Federation has considered the revised bill and finds the revisions generally 





consistent with the intent of the original bill. 

The American Farm Bureau Federation supports H. R. 5359 (May 22, 1953, 
draft) and urges its speedy enactment 

We request that this letter be made a part of the record 

Sincerely yours, 
ALLAN B. Kutne, President. 

The Cuarrman. That will conclude the meeting for this morning. 
The committee will adjourn until 10 o’clock tomorrow morning. 

(Thereupon, at 12 noon, the committee adjourned until Thursday 
morning, 10 a. m., June 4, 1953.) 








